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INTRODUCTION. 



It is a commonplace truth, that the Western World 
has made such advances in material pursuits, as to 
have left far behind the older civilizations of the 
East, and to have outstripped even the day-dreams 
of Utopia and Atalantis. And what Europe is in the 
worid, England is in Europe: her factories clothe 
the worid, and her fleets are the carriers of the 
globe. 

Societies however, like men, find that prosperity 
has its drawbacks ; and that a superfluity of wealth 
dwarfs both the heart and the understanding. The 
eyes of Englishmen are so dazzled by the brilliancy 
of their conquests of nature, that they are half 
blinded to that higher career which constitutes the 
dignity, the greatness, and even the permanent 
happiness of the race. Their hearts are distended 
with the worst sort of pride, the pride of wealth ; 
and they look down with supercilious contempt on 
those persons, those classes, and those nations, 
among whom intellectual cultivation, famiharity with 
the mighty dead, and addiction to original research, 
are more highly valued than money-bags, consols, 
and mortgages. 

Science formerly lived for herself, and deemed it 
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a condescension if slie stooped to promote the well- 
being of mankind. Lord Bacon, like the Greek, a 
finer thinker and greater man, snatched philosophy 
from heaven and set her to dwell among us. Her 
stay in these nether regions has a little sullied her 
glories : pure science was once regarded as an object 
of worship ; she has now sunk to be the handmaid 
of the arts of life : immediate utility is become the 
test of excellence ; and Socrates, conversing bare- 
foot and with threadbare cloak in the markqt-place, 
would be shunned as a madman or scorned as a 
fool. 

This degradation of the standard of thought, this 
subordination of our highest faculties and noblest 
aspirations to the common purposes of daily life, 
might be borne more patiently if the happiness of 
the world were secured by the sacrifice : order, 
competency, morality, content, among a thousand 
millions of souls, would be an ample compensation 
for the postponement of transcendent philosophy. 
But in truth it is only a small part of the world 
which shares the advantages of our discoveries and 
inventions : if we have bestowed on our Hindoo 
fellow-subjects order and peace, with an inkling of 
European arts, the Chinese and the Tartars, a third 
of the human race, have not begun to emerge from 
their narrow philosophy, their cumbrous arithmetic, 
and their intractable language (the study of a long 
life) ; while weaker races such as the Eed Indians 
and New Zealanders, know us only by our fire-water, 
our diseases, and our arts of extermination. 

Even in Great Britain, the abode of industry and 
commerce, the benefits of material progress are very 
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unequally shared : while a considerable number of 
persons wallow in luxury or gloat over their 
treasures, and a large number enjoy affluence or 
competency, the majority have little to depend upon 
but their weekly earnings, eked out occasionally by 
resort to the pawnbroker, the poor man's banker; 
while too many hve only to pine and suffer and 
yearn after death. 

Penury and degradation indeed, are nothing new. 
We are all familiar witli La Bruyere's graphic de- 
'«crij#fcion of Frewh rustics, (ii. 57, 58.) On the 
one hand: — **0?he provincial noble, useless to his 
coulitry, to his family, and to himself, often without 
a roof, without clothes, and without merit, repeats 
ten times a day that he is a gentleman; regards 
advocates and judges as bourgeois ; busy throughout 
life with his parchments and titles which he would 
not exchange for the maces of a Chancellor." 

On the other hand : — " L'on voit certains animaux 
farouches, des males et des femelles repandus par 
la campagne, noirs, livides et tout brulez du Soleil, 
attachez a la terre qu'ils foiiillent, et qu'ils remuent 
avec une opiniatrete invincible ; ils ont comme une 
voix articulee, et quand ils se levent sur leurs pieds, 
ils montrent une face humaine, et en effet ils sont 
des hommes ; ils se retirent la nuit dans des tanieres 
ou ils vivent de pain noir, d'eau, et de racines : ils 
epargnent aux autres hommes la peine de semer, 
de labourer et reciieillir pour vivre, et meritent ainsi 
de ne pas manquer de ce pain qu'ils ont seme." 

Our country labourers cannot be painted in such 
dark colours ; though for some years both before 
and after the beginning of this century, their con- 
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dition was one of indigence, rags, and starvation. 
There are hopes now that by a more resolute spirit, 
shown in migration to towns and emigration to our 
colonies, the ranks may be so thinned, as to leave 
the remainder with an amount and a regularity of 
wages sufficient to provide the necessaries and a few 
of the superfluities of existence. 

When this is accomplished, there will remain a 
class far more difficult to deal with : the destitute 
of great towns ; and especially of London, the place 
to which resort to hide their heads, the abandoned, 
the dishonoured, and the despairing. It appears 
from a Parliamentary return that in the single year 
1872, there are known to have died in the metro- 
politan district, of absolute want, ninety- seven per- 
sons : how many so died unknown we cannot even 
conjecture. Many of these brought their misfortunes 
upon themselves by folly or misconduct: many of 
them, women, paid the penalties of the sins or crimes 
of their fathers or husbands : too many were the 
victims of mischance. 

From time to time when a corner of the curtain 
is lifted, we get a glimpse of the stage on which this 
tragedy of life is being played. The other day, a 
barrister was convicted of pilfering a book from the 
Temple library ; and it was not disputed that he did 
this under the pressure of want, such as instigates a 
ragged woman to snatch a loaf from a counter. But 
here was the shocking singularity of the case : that 
this criminal, a short time before, had appeared in 
an amiable character, as the sole benefactor of 
another barrister still poorer than himself, who in 
the end had died of want. 
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Or take this Liverpool case as a sample of variety 
in destitution. " The tenants of the room were two 
women — one sixty-seven years of age, the other 
forty-two. The room itself was very small and very 
scantily furnished, but clean. It is the sitting-room, 
workroom, and bedroom of the two women, but 
there was no bed in it in the sense that people 
whose lines are cast in more pleasant places are 
accustomed to understand the word. A sort of 
rude narrow couch there was, on which one person 
might sleep, but not without danger of rolling oflf, 
and the bed clothes were scanty enough, even for 
these sultry nights. We did not care to press our 
questions with closeness sufficient to ascertain upon 
what the second woman slept. The women were 
handsewing a pair of duck trousers, and a jacket of 
the same material. These, we were informed, were 
not ordinary slop goods, but a customer's order to 
the shopkeeper by whom the women were employed. 
Being ordered goods, they had to be better made 
than slop goods, but no better price is paid for them. 
The remuneration for the trousers is fourpence a 
pair, and it takes the two women three hours to 
make a pair; of the ordinary slop ones they can 
make a pair in two hours. Beginning at seven 
o'clock in the morning and working until eleven 
o'clock at night, they can make four pairs of the 
one description and six pairs of the other. The 
jackets pay a little better. The elder woman had a 
small allowance from the parish ; but with the unfor- 
tunate result that she could for this reason, when 
work was short, underbid others altogether depen- 
dent on their fingers." 
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Witnessing such scenes, remembering the unequal 
distribution of this worid's goods, we cease to vaunt 
our progress and superiority. 

Whilst women, and some of them educated women, 
are stitching fourteen hours a day on bread and weak 
tea, manufacturers and merchants are accumulating 
fortunes which are useless or pernicious to them- 
selves. And these masses of wealth are becoming 
more numerous every year. Taking personal pro- 
perty only, we find that the persons dying worth a 
million £ and upwards, were — 
From 1834 to 1863 (30 years) 12, or 4 in 10 years. 
1864 to 1867 (4 years) 3, or 7^ in 10 years. 
1868 to 1871 (4 years) 6, or 15 in 10 years. 
A wonderful increase of millionaires in forty years ! 

Side by side with these huge accumulations, there 
is an ostentation of luxury formerly unknown. Never, 
it was lately said, was so much money spent before. 
Formerly, the absence of the Court was a matter of 
bitter complaint by fashionable tradesmen : now, 
" were Royalty to withdraw itself altogether jfrom 
London, it would scarcely be missed in the spending 
world of fashion. There has been money for every- 
thing ; and big houses, big dinners, big balls, big 
garden parties, have been unprecedented in number 
and quahty. Horses, dresses, equipages cost money, 
yet are more readily paid for than was ever before 
known in the annals of the Court newsman. Splen- 
dour and ostentation are amazingly on the increase." 

I borrow from another newspaper. " Everybody 
who makes money comes to London to spend it. 
During the season just ending, it was impossible not 
to be struck by a certain brightness and glow of 
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colour in the Western parts of the town ; masses of 
flowers in the windows and balconies, trelliswork 
with festoons of Wistaria, clematis, or Virginia 
creeper ; gossamer lace looped up with silken bands 
of cerise or purple, gay verandahs and striped awn- 
ings, and occasionally the line of glistening snow- 
white houses broken by a red brick wall in the old 
fashion, picked out with white. Mr. Ayrton's friends 
the gardeners must be practically reversing the story 
of the fairy gold that turned to leaves, and qualifying 
rapidly for residence in the mansions they adorn. 
At an evening party the exotics will sometimes cost, 
it is said, several hundred pounds^ and the hanging 
gardens of Belgravia and South Kensington, re- 
newed from week to week, must represent a hand- 
some revenue." 

I do not mean to echo the thoughtless cry, that as 
the rich get richer the poor get poorer. I believe, 
on the contrary, that the poor are less poor than for- 
merly, and that there are proportionately to popula- 
tion fewer of them. But I see that the marvellous 
increase of productiveness and wealth during the 
present century, has at present benefited the middle 
classes, and especially the great capitalists, more 
than the artizans and labourers ; and in face of the 
fact, that in London alone nearly a hundred persons 
are known to have died of want in one year, it can- 
not be denied that by the side of immeasurable riches 
there exists pinching, heartrending, horrible distress ; 
a purgatory next door to an apparent paradise. 

I do not in the shghtest degree share the senti- 
ments of those who declaim against men who have 
heaped up great capitals, as though they had wrung 
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them out of the sufferings of the poor. Men accu- 
mulate fortunes by industry and frugality, practised 
early in life and continued to old age : the hoard 
of a thousand pounds painfully got together in 
youth, grows to ten or fifteen thousand pounds in 
fifty years by the action of compound interest. Nor 
is this accomplished to the injury of society, which 
to a certain degree shares in the advantage of the 
treasure, not locked up in a strong box or buried in 
a cellar, but employed in the support of labourers 
and the production of commodities or public works. 

On the other hand, I am not in accordance with 
theorists who look upon saving money as the cathol- 
icon by which society might be regenerated; the 
panacea for all our social diseases. Even Ricardo, 
the prince of pure political economy, admitted that if 
all men limited their expenditure to the mere neces- 
saries of life, society would come to a standstill. Why 
toil and moil, if the milhonaire is to live in a house 
worth five shillings a week, to wear corduroy and 
fustian, to eat tinned meats, and drink unwholesome 
beer ? It is not given to everyone to find his sum- 
mum bonum in the contemplation of his bank-book, of 
his bills of exchange, and of his coupons and certifi- 
cates of railway shares. 

But if we once admit that superfluities and even 
luxuries are justifiable, we shall hesitate in our blame 
of those who spend on the exotics of an entertain- 
ment, a sum that would permanently relieve the dis- 
tresses of a deserving family : the giver of that feast 
may be also the munificent benefactor of the indigent. 
We may regret the apphcation of large sums to or- 
namentation of so fleeting a kind ; we may wish that 
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they were spent in the promotion of the fine arts 
rather than in the gratification of ostentatious 
vanity. But we have no right to pass severe cen- 
sure on the man, who spends a portion of super- 
flluous income on such pleasures as his uncultivated 
mind is capable of appreciating. 

There however, is the shocking contrast, between 
griping poverty in one street and gaudy luxury in 
the next : between the want of bread and the satiety 
of feasting; between one bare room and gorgeous 
suites of apartments; between the daily, hourly 
struggle for pleasureless existence and the tedium of 
an idle hfe burdened with so-called amusements. 

This social disease too, this coexistence in the 
same body pohtic, of plethora and inanition, gives 
the less hope of cure because it is found, and has 
been found, in every opulent nation. Go to Paris, 
Vienna, St. Petersburgh, New York, you will see 
the same parade and glitter, and at least the same 
penury and squalor. 

Nor is the disorder a new one : Nineveh and 
Babylon, Tyre and Carthage, Athens and Rome, 
all had their pampered masters and their down- 
trodden slaves. A glimpse of hope there is too 
in the fact, that in the present times as compared 
with the days of yore, the rich are less rich and the 
poor less miserable. The slaves formerly, were the 
chattels of the master, petted for a time, left to die 
when they became useless. As to the Roman knights 
and senators : — " Blame as you please our abuse of 
opulence, you are entirely right ; but remember that 
we are only children in the art. There is no reader 
of Varro, of the elder Pliny, and of various other 
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writers ; there is no one however Kttle familiar with 
Roman antiquities; who does not know that the 
price of a single fish for those notorious feasts 
would suflBce to furnish a hundred of the too 
sumptuous repasts laid to our charge. A single 
murrhine vase would have paid the price of an art 
gallery of ours. One can scarcely mention the 
richness of our dresses, recollecting the purple 
tissues some of which cost scores of thousands of 
pounds. How many of our country houses would 
bear a comparison with those villas crowded with 
statues? What is the extent of our parks by the 
side of those vast domains kept uncultivated ? What 
appearance is made by our servants and footmen in 
the presence of the crowds of slaves, the immense 
train who attended the opulent Eoman ? You talk 
of the audacities of our stage ; alas i they are but 
too real, and it is not good will that is sometimes 
wanting to carry them to unparalleled depths of 
corruption ; but what have we worthy of comparison 
with spectacles sometimes inhuman, at other times 
of immeasurable licentiousness ? " Even at the pre- 
sent day "the love of ostentation, the taste for 
enjoyments as ruinous as immoral, constitute one of 
those deep sores that can be known only by probing 
them. . . . Blamable luxury remains what it 
always has been; but it is generally moderated 
by division and dispersion among the many; and 
what may be called inoffensive luxury, though scan- 
dalous to some persons, is distributed through the 
mass of society whilst allying itself with two elements 
in themselves irreproachable, art and industry, the 
beautiful and the useful." 
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It is maintained too, that centuries ago things 
were worse than they now are. " We are far from 
admitting that luxury has augmented among the 
richer classes ; and if we compare these with society 
formerly, we shall be convinced that it has been 
moderated and palpably reduced. If the contrary 
were true, it would be matter for astonishment. 
Where is the privileged nobility? Where is the 
court? Where are the farmers-general, the con- 
tractors, who formed a numerous class ? Our 
Turcarets are after all but individuals. We shall 
not see again, any more than the circumstances 
which produced them, the mad luxury of the days 
of Charles VI and Isabeau of Bavaria, of Henry III 
and his minions, the incredible pomp of favourites, 
the more than regal prodigalities of a Nicolas Fou- 
quet, of a Marquise de Montespan. We must admit 
that the profusion of entertainments has been much 
lessened. We scarcely know that of perfumes" (one 
of Mahomet's two main dehghts) " pushed to a most 
extravagant excess. The former ruinous passion 
for dress, the unspeakable abuses of jewellery and 
diamonds, gems and pearls, finally, the unbridled 
lust of gaming, are not seriously rivalled by our 
present luxury." 

It appears then, that the world has had some 
contrasts more glaring than ours : in Rome, luxury 
more unbridled, by the side of a degrading slavery 
unknown to us; in old France a more shameless 
voluptuousness, accompanied by a debasement of 
the population almost to the level of brutes. There- 
fore we may hope for further improvement in the 
future. 

b 
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For the present however, we have to endure the 
sight of gorgeous splendour on the one hand, accom- 
panied by all the profuse caprices of idiot fashion ; 
and on the other hand, the rags and squalor of the 
demi-savages or demi-devils who crawl out here 
and there into the light of day; and still worse 
perhaps, the sighs of decent poverty which has 
known better days, and the bitter repining of neg- 
lected talent and good conduct which have failed 
in the race of life. 

Ought these contrasts to be taken into account 
in framing our schemes of taxation ? Is it possible 
and right for a Chancellor of the Exchequer to 
spare the humble at the expense of the mighty; 
to relieve distress by casting a small additional 
load on the broad backs of the affluent ? I believe 
it is possible, expedient, and right that he should 
do these things. 

Some writers of socialistic or quasi-sociahstic 
tendencies, go so far as to look upon taxation just 
as if it were a tribute levied by force, for the sole 
benefit of the oppressor. It is contended therefore, 
that the poor and the struggling should go scot- 
free, and should look to the affluent to supply the 
national revenue. 

It seems harsh when the comparatively rich take 
their stand on bare justice; and say to the dis- 
tressed that they share in the benefits of govern- 
ment and must pay accordingly: that as they do 
not get their bread and clothes for nothing, neither 
must they expect to be protected without payment, 
by the police and courts of justice from domestic 
violence, and by army and navy from invasion by 
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foreigners. If with a sigh the poor admit that such 
is justice, they may anxiously ask whether mercy also 
ought not to have its claims considered. We must 
freely concede the aJBBrmative. Just as among the 
labouring classes, want is accepted as a claim upon 
us for relief, so among all ranks an inabihty to 
pay is a sufficient ground for exemption. Mercy 
should temper fiscal justice. 

Another principle should not be disregarded. In 
this country at any rate, rich Houses of Parliament 
govern all classes ; and if they desire to retain their 
prerogative, they must accept at least an equal 
proportion of taxation : nay, they should go much 
further, and by self-denying ordinances assume bur- 
dens from which they excuse those of less ample 
means. The income-tax, levied on the upper and 
* middle ranks alone, is a type of this practice of 
expediency ; and would be a fair type of mercy also, 
if in the assessment of incomes a deduction of £150 
were made from all of them ; leaving the possessor 
of £200 a year to pay on £50, and the possessor of 
£1,000 to pay on £850. 

Ignorant persons, and some who are not ignorant, 
would carry this inequality of taxation much further. 
As they stroll through Pall Mall and Mayfair and 
Rotten Row, they ask themselves, whether some of 
the redundant wealth flaunted before their eyes 
might not be well apphed to filling the public trea- 
sury, and thus reducing the pressure of general 
taxation. This, they say, would leave the super- 
fluously rich man as happy as before, while it would 
partially relieve the distressed housekeeper. They 
ask for equality of sacrifice ; which means, I suppose. 
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that nothing shall be extorted from the working men 
or the struggling middle classes, until the exuberant 
revenues of peers, bankers, and manufacturers, have 
been seized by the Chancellor of the Exchequer. 

A tale familiar to children, thanks to Mr. Day, 
may serve as an answer, Cyrus, returning from 
school, told his father that he had been reprimanded 
for an unjust decision. Among his schoolfellows 
were two, the one tall the other short. The tall boy 
had outgrown his coat ; the little boy had a coat all 
too big. The tall boy proposed an exchange ; and 
when the other refused, took the larger coat by force. 
Cyrus coming up was called on to arbitrate, and 
awarded the big coat to the big boy. The school- 
master however, reproved him, saying : — your busi- 
ness was not to pronounce on the fit of the coats, 
but to decide whether it was a just thing for the tall" 
boy to take the other's coat without his consent. 

In taxation also, the fundamental law is justice. 

Equal sacrifice means unlimited graduation, and 
this means a disregard of justice. Temper justice 
with mercy, but keep it sacred as your basis. 

The labourer, the artizan, the hard-pressed pro- 
fessional man, all look to Government for protection: 
justice requires them to supply some share of the 
national revenue, just as it requires them to pay 
the grocer and the builder. Mercy intervenes only 
where the poor contributor is intolerably burdened. 

Taxes are levied to supply the means for state ad- 
ministration. But this administration is not all of 
the same character : some of it is absolutely neces- 
sary for the well-being of everyone; other parts 
though desirable might possibly be dispensed with. 
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The poKce, the courts of justice, the army and navy, 
are essential to the happiness of all classes : without 
them, men and women could neither earn a certain 
Uvelihood, nor enjoy that sense of security without 
which life is only a trouble. But other public insti- 
tutions, however useful for the advancement of civil- 
ization and refinement, are not matters of first 
necessity: many of us certainly would grieve to 
see a stop put to the support and extension of the 
British Museum, of the South Kensington Schools 
and Exhibitions, of the National Gallery ; nor do we 
repine at the outlay on the Prince Consort Memorial : 
to all such objects we wilhngly contribute our share. 
We cannot pretend however, that they are indispen- 
sable to the life of the nation, as is the protection of 
life and property. Such protection is fundamentally 
requisite in the poorest as in the richest nation ; yet 
no nation would expend public money in promoting 
the fine arts till some superfluous wealth had arisen. 
Here, we have .abundance of superfluous wealth : but 
ought not the fine arts to be promoted by the use of 
a part of this, and not in any degree by moneys 
exacted from the decent competency or the poverty 
of the ratepayers ? Do not mercy and political ex- 
pediency, nay, justice itself, dictate the formation for 
this purpose of a special fund to be supplied by the 
richer classes only ? 

In the same category come the pomp and splen- 
dour of royalty. For myself, I am so far from being 
a Repubhcan, that the notion of subverting or dis- 
turbing the Queen's throne looks to me like midsum- 
mer madness : nor can I conceive the nation plunging 
into the whirlpool of revolution by setting aside its 
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old dynasty, unless some intolerable scandal or noto- 
rious unfitness should urge it beyond its patience. 
On the other hand, the outside show and glitter of 
the monarch, so long as they are even nominally a 
charge on the national treasury, have an air of insult 
to persons wanting bread. I would that we could 
estabUsh a fund independent of the present taxes, 
from which all the royal expenditure could be de- 
frayed. Whenever we are unfortunate enough to 
enter on a new reign, let the crown domains form 
the basis of this fiind ; and let any necessary addi- 
tions be taken from the affluent classes alone. From 
this special fund should be paid, not only the ex- 
penses of the monarch and of the royal palaces, but 
also the dowries and pensions to royal sons and 
daughters and cousins. Then, no poor persons of 
whatsoever class ; no mechanics out of work, no dis- 
tressed sempstresses, no neglected curates or law- 
yers ; could say that the superfluities and luxuries 
of the Royal family robbed them of the price of a 
pint of beer or of an ounce of tea. 

If anyone objects that all persons are interested in 
good government; that our commonwealth with a 
sovereign at the apex is to us, historically and ac- 
tually, the best of Grovernments ; I reply that if all 
are interested, all are not equally so : that the cessa- 
tion of levees and drawing-rooms would leave a gap 
in the lives of Mayfair, and even in the imagination 
of provincial notabiUties who have ever, by a presen- 
tation at court, enjoyed a ray of royal sunshine; 
while the mechanic and the labourer, the curate and 
the village doctor are never favoured with a glimmer 
of such light. But if the contrary were true, there 
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still remain the considerations of mercy and of poli- 
tical expediency : of mercy, which forbids us to take 
the poor man's penny to add to the brilliancy of 
royalty ; and of political expediency, which bids us 
snatch from stump orators a plausible and danger- 
ous theme. 

. Thus, while graduated taxation generally, is odious 
because unjust, exactly as it would be unjust and 
odious to make a rich man pay an additional price 
for bread and beer ; on the other hand, it would not 
be unjust, and it would be merciftd as well as highly 
expedient, to altogether remove certain burdens from 
the backs of the poorer classes. Such a considerate 
and liberal policy, while it would partially assuage 
the sufferings and allay the irritation of the distressed 
middle classes, would also conciliate the dangerous 
many, and would obviate the hazard of combining 
them in a fiscal crusade against the few. 
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PAST AND PEESENT TAXATION. 



CHAPTER I.— HISTORY, 1780 TO 1863. 



I. 
FROM MB. PITT TO SIB B. PEEL. 

THE last thirty years constitute the period which 
especially merits our researches. But before 
we fully consider it, we shall do well to glance at an 
earher time. Until 1842, we were only feeling our 
way to the discovery, establishment, and practical 
appUcation of true principles. A hundred years 
ago, modern political economy had not appeared in 
England. After 1776, it gradually made its way, 
and Adam Smith had an illustrious disciple in Mr. 
Pitt. 

If that great minister had been fortunate enough 
to govern during twenty years of peace, he would 
probably have distinguished himself by a financial 
reconstruction rivalling that of Sir Robert Peel in 
our generation. He early carried measiires for re- 
ducing the formidable debt incurred by the American 
struggle ; and he would no doubt, have succeeded in 

B 
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his projects, if lie could have maintained peace with 
other nations. For the inventions of Watt and 
Ai'kwright were then beginning to multiply the gains 
of industry : the prices of corn and other products of 
the land were rising in consequence of the increased 
demand for them in the growing towns : the tax- 
payers could easily pay amounts incredible to their 
fathers. There was a prospect of untold prosperity ; 
and Pitt with Adam Smith at his elbow, would have 
given it a fair field. 

It was in our favour too, that our great rival, 
France, was prepared to meet us more than half 
way on the road to an exchange of commodities 
and mutual trade. The French commercial treaty 
of 1786,^^^ was not originated by Pitt or the other 
English disciples of Adam Smith : it was the work 
of Quesnay, Turgot, and their followers : it was 
stipulated for in the treaty of peace of 1783, and 
was carried out and ratified unwillingly on our side, 
and after much pressure by the French embassy in 
London. France therefore, was a willing customer 
for our rising manufactures ; and the then predomi- 
nant influence on the Continent of her language and 
manners (now much reduced), might perhaps have 
gradually opened Germany, Spain, Russia, to the 
doctrines and practice of free reciprocal commerce. 

But the great French Revolution put an end to 
these golden anticipations. The volcanic political 
soil of France burst out into an eruption, unrepressed 
by the well-intentioned, weak Louis XVI; an honest, 
stohd creature, the best of men and the worst of 
kings. Grreat Britain and Pitt were dragged into 
the death struggle that followed ; and there was an 
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end of all the social ameliorations which continued 
peace would have given us. 

The unexampled horrors of Paris and Lyons and 
even the rural districts, so fired the hearts of 
EngUshmen, that they hardly regretted rushing into 
a strife which indeed was forced upon them : from 
that time and for more than twenty years, peaceful 
economy was cast to the winds. The one question 
was : — how is the war to be carried on ? Just as in 
the United States ten years ago, just as in France 
more lately, money must be found : wisely, if pos- 
sible ; but, it must be found. Enghsh, Americans, 
French, all followed in their turn the same wild 
course : they taxed everything that was taxable. 
The French indeed, have not as yet ventured upon 
an income-tax : the EngUsh submitted to pay a tithe 
of their income in that offensive form of a tax of 
two shillings in the £. 



The course of events therefore, up to 1815, teaches 
us nothing as to the principles of taxation under 
ordinary circumstances and in times of peace. The 
one lesson we learn from it, a lesson confirmed by 
our observation of America and France, is that when 
war and disaster overtake the nation, every tax is 
good that is available. If in 1816, on the restoration 
of peace, it had been possible to maintain the income- 
tax, a general rearrangement of customs and excise 
and direct assessments might have taken place. 
But this was impossible : the tithe was unbearable : 
it was removed, and this left a necessity of continuing 
other and objectionable imposts. 
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For seven years after the peace there was no 
opportunity for trying experiments. The collapse of 
war prices had brought great distress. Men who had 
borrowed £600, found themselves called on to pay 
the value of £700: farmers' produce melted away 
to two-thirds of its former worth : landlords' rents 
could not be collected : houseowners had to accept 
£70 where they got £100 before: the working classes 
were half employed, ill paid, hungry, discontented, 
and seditious. This indeed was a time of peace, but 
of peace after war, of calm after a storm, of ground- 
swell and afterheavings, of peace but not of rest. 

Gradually however, the tossings ceased : prices 
settled down ; ruined men died or held their peace ; 
commerce opened new channels. For some time 
before 1826 there was much prosperity: in that 
year it culminated in one of our decennial panics. 
Then after another period of depression, there were 
renewed animation, overspeculation, and in 1836 
another panic. 

Thus passed away the twenty years after the war. 
Much frugaUty had been forced upon the Govern- 
ment, by the necessity of providing for the payment 
of interest. Out of about 50 millions £ a year 
expended, more than 30 went in this way ; leaving 
20 millions for army, navy, civil list, and aU other 
services. Twenty millions! against the twenty-five 
we now spend on army and navy, besides fifteen 
or twenty more in other ways. 
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The rapid growth of population however, and the 
still greater increase of wealth, had enabled ParUa- 
ment to repeal many taxes and reduce others; so 
that the annual sum levied had ceased to crush the 
people as it had for some years after 1816. Efforts 
too, had been made to apply the doctrines of political 
economy : Mr. Huskisson for example, a disciple of 
Adam Smith, had been allowed to considerably reduce 
the import duties on manufactured silks. 

One formidable obstacle however, barred the way 
against the introduction of scientific principles. I 
have seen it stated that the Tory party might have 
taken up free trade doctrines and thus anticipated 
the liberal party. It is true that this might have 
happened under other circumstances ; for we know 
that Pitt was a freetrader while Fox's mind remained 
in Egyptian darkness. 

But from 1815 to 1845, the free trade intended 
was the untaxed importation of corn and cattle. It 
was believed that this meant a large reduction of 
prices. Mr. Tooke, who favoured the change, honestly 
said (most inaccurately as it has turned out) that a 
repeal of the com laws would give us wheat at an 
average price of 35s. against the former average of 
55s. Such a fall as this meant intolerable agricultural 
distress, and ruin to landowners. How then, could 
these men take up the doctrines of free trade ? 
Could they be expected to sacrifice themselves and 
their families to the welfare of their party ? It was 
the great towns, that is the Liberals, who wanted 
cheap bread, unlimited exchange with foreigners, 
and free trade generally. The obstacle then was 
the predominance of the country gentlemen. 
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The growth of the great manufacturing and com- 
mercial towns surmounted it. The Reform Bill of 
1832 gave those towns part of the direct influence in 
Parliament which was due to them, and free trade 
was fated to follow. 



II. 

HISTORY OF 1842. 



WITH the year 1842 ^^^ began a new era. The 
Anti-Corn-Law League had been set on foot 
in 1 838-9 by the northern traders, from interested 
motives but for a righteous object (and no one can 
blame a suitor for prosecuting his just claims). The 
League had exhibited in a popular form the principles 
long before demonstrated; and had saturated the 
middle classes of the towns with the truths of free 
trade. A great minister and a fitting occasion were 
the only things wanting. The minister appeared in 
Sir Eobert Peel : the occasion grew out of the years 
from 1836 to 1847. 

Between the two commercial crises of 1836 and 
1847 there was experienced the usual course of finan- 
cial events : after the fever culminating in 1836, the 
country suffered the languor of depletion : there 
were for several years uneasiness, anxiety, and dis- 
content. Men with their incomes diminished, bought 
fewer foreign superfluities, kept fewer horses and 
carriages, and consumed less malt and gin. The 
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customs, the excise, the assessed taxes, all fell off. 
Each year the Chancellor of the Exchequer had to 
confess a deficit and propose additional taxes. The 
adoption of Sir Rowland Hill's reform had a Uttle 
aggravated the mischief, by reducing for the time 
the revenue from postage. 

In September 1841, Sir Robert Peel had succeeded 
Lord Melbourne as First Lord of the Treasury ; and 
he used the next five years so vigorously as to undo, 
apparently for ever, the class legislation that was 
cramping the commercial energies of the country. 

Coming into office after the long predominance of 
the Whigs, Sir Robert Peel had no motives for 
throwing a rose tint over the condition of affairs. 
He might have said that as five years had passed 
since the last Crisis, the financial prospects were 
now brighter. Instead of this, he naturally insisted 
on the dark legacy left by the five years that had 
expired. He contended that unless some beneficial 
change was at once effected, the six years from 1837 
to 1843 would give an aggregate deficiency of 10 
millions £. 

The expenditure could not be reduced ; for it 
amounted to only about 66 millions £ (including 
the expense of collection), and the cost of the army 
and navy was not much more than half what it is 
at present. A larger sum then, must be raised : 
how? that was the truly formidable question. 

Mr. Baring, as the last Chancellor of the Exchequer, 
had tried the experiment of adding 6 per cent, to the 
customs and excise duties, but with ill success. Sir 
Robert Peel declared, with an exaggeration par- 
donable perhaps in a politician intent on carrying a 
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great and patriotic measure, that we had *^ arrived 
at the limits of taxation on articles of consumption." 
He would not add to the burdens of the poorer 
people. He shrunk from taxing salt, leather, gas, 
or railways. And as increased revenue was wanted 
at once, this was no time for reducing any tax with 
the hope, frequently realized before, of finding in the 
end that increased consumption more than replaced 
the immediate loss. 

Money must be had, and had at once. Having 
shown the futility of all ordinary resources, having 
dragged his hearers down into the depths of despond- 
ency, he " made an earnest appeal to the possessors 
of property," and with a most "thorough conviction" 
of the necessity of the measure he proposed the im- 
position of an income-tax. It should be at the rate, 
for five years, of 7d. in the £, on incomes over £150, 
and should not be extended to Ireland. He antici- 
pated that it would produce 3f millions £ ; and this 
considerable sum would not only fill up the expected 
deficit, but would also give the opportunity of effecting 
great commercial reforms. 

The income-tax had formerly enabled Mr. Pitt 
and his successors to carry on the great wars with 
Napoleon : it had been endured from necessity, but 
had been regarded as a detestable war burden. To 
reimpose it in a time of peace, seemed to most per- 
sons impossible; though the "philosophical radicals" 
represented by the Westminster Review^ had often 
urged the measure. Whether the tax is just and 
expedient, what should be its limits, on what classes 
it should be levied, what exemptions should be 
granted, whether temporary and precarious incomes 
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ought to pay at the same rate as permanent and 
settled ones, are interesting questions, to be discussed 
in another section. 

This budget comprised other and less important 
changes : there was a considerable addition to the 
duty on Irish spirits and to the Irish stamp duties. 
An addition was also made to the duty on coal. 
The propriety of such taxes is not to be canvassed 
in this place. 

Sir Robert Peel was generally a cautious and pru- 
dent man ; but this scheme rose to the height of 
audacity. With his mind full of his daring project, 
he even appealed to the example of our fathers, who 
" with a mutiny at the Nore, a rebelUon in Ireland, 
and disaster abroad, yet submitted with buoyant 
vigour and universal applause to a property tax of 
10 per cent." A writer who had ventured on such a 
flight, would have been told in reply that at present 
there was no mutiny at the Nore, no rebellion in 
Ireland, and no disaster abroad ; and that when 
these calamities fell upon us, it would be time enough 
to restore the hated income-tax. Fortunately, the 
appeals to patriotism passed current: the budget, 
notwithstanding the unusually strenuous opposition 
of Lord John Russell and others, was adopted ; and 
Sir Robert Peel had the opportunity of reconstructing 
our fiscal system. He carried out his poUcy under 
circumstances that would have cowed an ordinary 
pohtician. He could not look for ardent support 
from the country gentlemen, little addicted to theo- 
retical speculations about commerce and finance : on 
the part of the Whigs, Lord John Russell threatened 
stubborn resistance, and virtually carried out his 
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threat of opposition in every stage (the Resolutions, 
the Report, the 1st, 2nd, and 3rd readings). With 
the help of the Philosophical Radicals however, who 
were delighted to see their policy adopted, the 
Government had a majority of 97 on the first 
division. 



III. 

HISTORY OF 1843 TO 1846. 

THE income-tax then, was established in 1842 
for a hmited time (though thirty years have 
not yet found the limit). To do justice to the 
results, the years 1843 and 1844 must be taken 
together; for the budget of 1843 was a surprising 
disappointment. Sir Robert Peel had anticipated 
in 1842, that during the next year the national 
income would exceed the expenditure by half a 
million : in fact the income fell short of the expendi- 
ture by more than two millions. Yet the income-tax 
had proved unexpectedly productive to the extent 
of nearly a million and a half: the deficiency arose 
from the strange blunder of assuming that the tax 
would be collected for the whole year, whereas 
between 1842 and 1843 it could be collected for 
only half a year. Besides this deficiency (almost 
a mere matter of account) there was a falling off 
in " Customs, Excise, Stamps, and Taxes." 

The balance sheet of 1844 however, fully com- 
pensated for this disappointment, since there was 
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an excess of income for the year, of no less than 
four millions; and thus for the two years 1843-4 
taken together, there was a surplus of nearly a 
million and a half. It was anticipated that the 
next year would be still ^ore favourable. Little 
alteration was made in the taxes : there was only 
a reduction or removal of those on marine in- 
surances, foreign coffee, wool, and a few other 
things. 

Before ParUament met in 1845, sanguine persons 
hoped that they had done with the income-tax 
which had now completed its term of three years : 
less hopeful persons expected a reduction of it 
and an arrangement for its final extinction. The 
Queen's speech announced the intention of con- 
tinuing the tax; and Sir Robert Peel at once 
explained the measures he proposed. He had this 
defence; that in 1842 he had mentioned five years 
as the probable term during which the tax would 
be needful, though he imposed it for only three 
years. He might now have arranged his budget 
with the view of getting rid of the tax at an early 
day: but his mind was intent on another project, that 
of reconstructing our import duties. By maintaining 
the full income-tax, he would secure a large surplus, 
under cover of which important experiments might 
be made. He boldly proposed the continuance of 
the rate of 7d. in the £ for three years longer, with 
the intention of further applying the principle, that 
in some cases a reduced custom duty increases the 
revenue, by means of an enlarged consumption. 
He asked the nation to submit to this continued 
burden, " not for the purpose of providing the 
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supplies for the year, but distinctly for the purpose 
of enabling us to make this great experiment of 
reducing other taxes." 

On this occasion, he had a surplus of more than 
three millions to play witl^ ; and he proposed to stake 
the whole on a reduction of taxes, selecting (1) those 
on raw materials, (2) those of which the collection 
was expensive, and (3) those which cramped manu- 
factures and commerce. Cotton-wool was made free, 
as were silk, flax, hemp, and 430 small articles ; 
glass was set free from the excise ; the auction duty 
was abolished. The year's loss by these changes 
would absorb the surplus. This was the first instal- 
ment of Sir Robert Peel's great free- trade measures ; 
of the appUcation to practice of the doctrines demon- 
strated by Adam Smith, which war and its legacies 
had obstructed for half a century. 

The year 1846 brought further changes in the 
same direction : reductions of the duties on timber, 
tallow, cheese, and other commodities : a total repeal 
of those on live animals and meat : giving immediate 
relief of another million to consumers. 



But the great exploit of 1846 was the repeal of 
the Corn-Laws. Readers of Adam Smith know how 
anxiously and persistently Parliament had laboured 
by import duties and export duties, to secure a 
steady price for wheat, the main food of the people. 
England, till nearly a hundred years ago, was an 
agricultural country, with a certain amount of manu- 
factures, but producing on the average more wheat 
than it consumed. At the close of the century it 
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became a manufacturing country, dependent on the 
Continent for a considerable proportion of its wheat. 
During its wars with Napoleon, the disturbance of 
agriculture abroad, the waste by the vast armies, 
and the tisk of capture of importing vessels, raised 
the price of foreign corn delivered here, to a height 
before undreamed of. Some bad seasons at home 
caused a severe dearth, and brought the quartern 
loaf to double and treble its former rate. The dis- 
turbed condition of the currency aggravated the 
evil. When the peace came in 1815, the high 
prices of produce during twenty years, had brought 
agricultural rents up to an amazing height. The 
landowners saw that if peace continued, these rents 
would have to be much reduced, and they knew that 
this change would be still greater if foreign com 
were allowed to come . in duty free. They naturally 
did what every predominant class has done: they 
took care of their own pecuniary interests. They 
sheltered themselves under the plea (a very plausible 
one) that a nation ought not, by becoming de- 
pendent on foreigners for its food, to run the risk of 
dearth or famine during the maritime disturbances 
of war. They imposed heavy import duties, arranged 
according to a sliding scale ; so framed, it was 
thought, that it would keep corn at a steady price, 
and give encouragement to the growth of it at home : 
an expectation that proved to be ill founded, vary 
the scale as they might. 

Land-owning Whigs and land-owning Tories com- 
bined to support these measures. The Radical party, 
representing the manufacturing and commercial in- 
terests, backed by the poUtical economists, clamoured 
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against them. After the Reform Bill of 1832, this 
party grew and grew in the House of Commons and 
the country, and more and more threatened the 
duties. 

In 1838, there was held in Manchester, a meeting 
which was the foundation of the Anti- Corn- Law- 
League. This great and powerful confederacy was 
an association of rich Lancashire manufacturers, for 
the promotion, undoubtedly, of their own trading 
interests: they found that these were greatly ob- 
structed by the laws that narrowed their markets 
by preventing their customers from sending com in 
payment for calicoes. But their aim was a just one : 
it was the restoration of the right of the working 
classes to buy their food at the lowest price, and to 
get employment from foreigners by the sale of their 
manufactures in payment. 

The League was strong in the equity of its cause. 
It was not strong in the sympathies of the labouring 
classes, who could not be got to realize the importance 
of the subject to their own interests. It was essen- 
tially a middle class association, struggUng for its 
own rights, which however, were inextricably bound 
up with those of all classes except the landlords. 

Sir Robert Peel steadfastly opposed the League for 
a long time. So bitter was the feeling in 1843 
between him and Mr. Cobden (the League's cham- 
pion) that he charged Mr. Cobden in the House of 
Commons with instigating the people to assassinate 
him. Only a month before, Mr. Edmund Drummond, 
Sir Robert's private secretary, had been shot by a 
madman, who it was thought intended the bullet for 
the minister himself. Mr. Cobden • had said in the 
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House of Commons, that he held Sir Robert Peel 
personally responsible for the existing lamentable 
and dangerous state of affairs. Under ordinary 
circumstances, a great statesman would treat such 
a remark with indifference; but a man may be 
excused, if he shows less than his usual intrepidity 
while he is smarting under a recent calamity such 
as the finghtful death of Mr. Drummond. It is also 
said that Sir Eobert had not that insensibiUty, 
which according to Horace Walpole, must combine 
with intrepidity to constitute a hero. 

Three years later however. Sir Robert Peel had to 
declare himself a convert to the principles of the 
League ; and it is curious to find the same mouth 
which had peevishly denounced Cobden as the insti- 
gator of murder, now praising his unadorned elo- 
quence, and attributing to him the merit of com law 
repeal. 

How the conversion of so veteran a statesman 
took place, I am not aware. It may be that after 
listening obdurately for years, he at last found flashing 
across his mind the question : — ^what after all if I 
am wrong ? Having got so far, he would find the 
strength of the economical arguments irresistible. 
In the mean time, the beginning of the Irish famine 
pressed upon him the question how the starving 
people were to be fed. In the autumn of 1845, the 
potato-disease made its appearance ; and I well re- 
member the pain with which I saw the first blackened 
field ; and how from week to week and from month 
to month there grew the conviction that a fiightful 
and irremediable calamity had fallen on the nation. 

Thus, in January, 1846, Sir Robert Peel declared 



16 TAXATION. CHAP. I. 

his change of opinions, and " asserted his privilege 
of yielding to the force of argument and conviction.'* 
We cannot wonder that his old friends were astounded, 
and that at a protectionist meeting held in his own 
borough of Tamworth, a resolution declared that he 
had forfeited all claim to pubhc confidence. Many 
of his party however, adhered to him, and with the 
help of the Liberals, he carried his great measure. 
He then retired from the ministry, and remained 
out of office during the four years that he survived. 

Thus was consummated the new poKcy of free 
trade. The success of the change is so little disputed 
that it would be waste of time to enlarge on it. 



lY. 

HISTORY OF 1847 TO 1863. 

SIR Robert Peel has left many marks on the 
history of his time ; and not the least of his 
distinctions is his genius as a finance minister. He 
was unfortunate in having to carry his last great 
measures, at the expense of abjuring opinions long 
avowed, and of unfaithfulness to his party. But 
in his final administration, he had the good fortune 
to come into office just when the country was 
reviving from the crisis of 1836, and when the 
construction of railways was beginning to give a 
boundless field to capital, and ftdl employment to 
labour. He was happy also, in leaving office the 
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year before the railway mania brought another 
period of commercial distress, and when the Irish 
famine was only beginning to develop its malignant 
greatness. 

Before he came into office in September, 1841, 
there had been a succession of deficits in the annual 
budgets; and the attempts to increase the national 
revenue had been unsuccessful. He introduced the 
income-tax, effected great commercial reforms, and 
retired. He succeeded in producing a surplus 
national income, principally by his bold and suc- 
cessful introduction of the income-tax. But, greatly 
as we are indebted to him for this poUcy, it would be 
quite a mistake to suppose that the revenue would 
not have rallied without it. The natural restoration 
of commercial confidence, the activity given to 
capital by the construction of railroads, and subse- 
quently the gold discoveries, would have at least 
restored our old financial successes. Nevertheless, 
we are imder great obligations to the statesman who, 
by his ministerial influence, could induce us in a 
time of peace to submit to the income-tax, and who 
removed the trammels by which our commerce was 
restricted and our people were hindered from buying 
their food. 

Sir Robert Peel was fortunate in leaving office 
before the commercial troubles of 1847 : the Whigs, 
after remaining out of power during most of the 
prosperous half of the decade, came back again into 
office at the end of it, and had not long elected a new 
Parliament when the railway bubbles burst, and the 
Whig ministry had to bear the comparative adversity 
of the next five or six years. Yet free trade backed 

c 
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by the gold discoveries and supplemented by the 
income-tax, gave them a flourishing revenue, though 
in the year 1847 an unexpected addition to the ex- 
penditure caused a large deficiency. 

The budget of 1846 had been brought forward by 
Sir Robert Peel's minister (Mr. Goulburn) who had 
anticipated a surplus of less than a milhon. In 1847 
Sir Charles Wood (the new Chancellor of the Ex- 
chequer) announced that the accounts of the year 
showed a surplus of two millions more than the 
estimate. This result was most surprising : for it 
occurred in spite of the Irish famine then raging, 
and a deficient harvest at home. Sir Charles esti- 
mated the income for the current year at a million 
more than that of the past year. He proved to be 
right ; but if he had known what was before him he 
would not have been so sanguine : his speech was 
made in February ; and only two months afterwards 
came the decennial commercial panic, one of the 
worst in our history. 

But though this commercial crisis was not foreseen 
or not announced, the Irish famine was a sufficient 
calamity, and brought such alarming liabilities as to 
make any reduction of taxation impossible. 

In 1848, Lord John Eussell himself brought for- 
ward the budget. He had abundance of troubles to 
weigh upon him. Besides the commercial distress, 
the bad harvest, and the overwhelming Irish famine, 
a fear of French invasion had again seized the 
popular imagination, making it necessary to add to 
our military expenditure; and we had become in- 
volved in a war with the barbarous Kafirs. 

The income-tax had been imposed till April of 
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this year (1848) : without it there would be a large 
deficiency: Lord John Russell therefore, the opponent 
of that tax in 1842, was now obliged to propose its 
continuance. He even wished to raise it from 7d. in 
the £ to Is.; but his influence was insuflficient to 
carry this increase, and he sat down with the normal 
7d. in the £. 

In the face of an expected deficiency no serious 
readjustment of taxation was possible. Only one 
important issue was seriously debated: Mr. Horsman 
raised the question, afterwards much discussed, 
whether all persons ought to pay at the same rate 
of 7d. : he and his friends have warmly maintained 
that a man who has only a precarious income or an 
income for life, ought to pay less than the landowner, 
the fundholder, or the mortgagee, who possesses the 
principal and can hand it down to his children. I 
will try to solve that problem in its fit place. 



When the next budget appeared (in 1849) it was 
anticipated that the past year would show a Con- 
siderable deficit, through the refusal of the House to 
grant the Is. income-tax instead of the 7d. It turned 
out that the deficit was only a quarter of a million, 
the revenue being nearly a million larger and the 
expenditure being nearly a million less than had 
been expected. If the Is, income-tax had been im- 
posed, there would have been so large a surplus as 
to balance the deficit of the previous year. The 
result would have been far less favourable but for 
the bad harvest, which had caused so large an im- 
portation of corn as to yield nearly a million £ of 
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duties. This was the last considerable sum received 
under that head : for in this year (1849) the sliding 
scale was at an end, and only a fixed duty of Is. a 
quarter was substituted (itself since abolished). 
No considerable changes were made in taxation. 



In 1850, Sir Charles Wood (still Chancellor of the 
Exchequer) showed that a large surplus might be 
anticipated ; but he pointed out that in the previous 
twenty years the National Debt had been increased 
by 27 millions £, and he proposed to apply part of 
the surplus to reduce that amount. He abolished 
however, the duty on bricks. He also lessened that 
on stamps. 

Next year (1851) a large surplus was expected. A 
vigorous effort was made to pledge the House to some 
reKef of agricultural distress, and the attempt nearly 
succeeded. The Whig ministry too, was actually 
beaten on Mr. Locke King's County Franchise Bill. 
Aftfer some shuffling of the political cards, Sir Charles 
Wood brought forward a scheme for abohshing the 
window-tax and substituting a house-tax ; a change 
that would cause a loss of three quarters of a million. 
Every one must rejoice at that change. 



Early in 1852, the Earl of Derby became Premier, 
with Mr. Disraeli as Chancellor of the Exchequer. 
A minister new to that office, when accounting for 
an empty treasury, takes a malicious pleasure in 
pointing out the faults of his predecessor. Sir 
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Robert Peel enjoyed that satisfaction in 1841, but 
not so Lord John Russell and Sir Charles Wood in 
1846, nor Mr. Disraeli now. The estimates of the 
last budget had been more than realized, and there 
was a surplus for the past year of two milUons. It 
appeared however, that for the present the income- 
tax would be necessary, and it was reimposed for 
the year. It had been perhaps expected by many 
persons of the Conservative party, that Mr. Disraeli 
would do something to counteract the free trade 
measures of his predecessors, and to reheve the 
agricultural interest. He did in fact make an attempt 
in a budget of December, 1852, to satisfy these ex- 
pectations, by remitting half the malt and hop duties, 
and giving certain advantages to sugar refining. 
This budget however, was rejected by the House, 
and the ministry resigned. 

Mr. Disraeli had proposed on this occasion, to 
make a difference between permanent and precarious 
incomes, by charging 7d. on the one and only 5^d. 
on the other. 



The budget of 1853 was brought forward by Mr. 
Gladstone, who had become Chancellor of the Ex- 
chequer ; and who subsequently held ofl&ce for nine 
or ten years on the whole, but under four different 
ministries. He was a worthy successor of Sir Robert 
Peel: equalling him in laborious industry, inferior 
to him both as politician and administrator, far 
superior to him in that oratorical genius which carries 
away an audience on an irresistible flood of eloquence. 
As finance minister it has not been his fate to equal 
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Sir Robert Peel's great achievements of imposing an 
income-tax in a time of peace, and of repealing the 
corn-laws. In his Irish measures he vies with his 
great predecessor's repeal of the Test Acts and 
Roman CathoKc emancipation. Both bred Tories, 
both deeply pledged to Tory principles, they have 
ahke proved deadly enemies of Toryism. 

Mr. Gladstone, in bringing forward his budget, 
like Mr. Disraeli the year before, had to announce 
the success of his predecessor : the surplus on the 
past year was nearly 2^ millions £. 

He made some considerable alterations in the 
taxes. Mr. Disraeli, I have said, had proposed to 
reduce the tax on temporary incomes : Mr. Gladstone 
refused this concession, and I will hereafter explain 
the grounds of this decision. He yielded however, 
so far as to allow a man to deduct from his returned 
income the annual premiums he paid for life insurance. 
He extended the tax to Ireland, but remitted a debt 
from that country of 4^ millions £. He also, I regret 
to say, lowered the limit of English and Scottish 
exemption : Sir Robert Peel had excused from pay- 
ment all incomes under £150 : only those under 
£100 were now to enjoy this privilege. An unhappy 
change for the poorest of all ! the struggling middle 
classes. After many years of suffering, their just 
complaints have since been listened to. 

Another important change was made this year. 
The legacy duties, hitherto partial in their incidence, 
were justly extended to real property and settled 
property : a new and distasteful burden imposed on 
the ricKer classes, though on a scale quite insufficient 
to satisfy the claims of justice. 
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V. 
HISTORY OF 1854 TO 1857. 

rjIHE year 1854 is an epoch in our financial history. 
-^ The Crimean war which then broke out, caused 
a great increase in our army and navy, an increase 
which it has unfortunately been found necessary to 
maintain to a great extent even during peace. 

No one foresaw the heavy expense we were about 
to incur : at first we sent out 25,000 soldiers ; and 
it was estimated that the cost would be £50 a man, 
or a milUon and a quarter sterling. We began with 
an excellent determination to pay for the war, as 
far as possible, out of the annual revenue : the 
income-tax therefore, was doubled for the first half 
of the year, making Is. 2d. in the £ for the first 
half and 7d. for the second. In a Very short time 
it was found that much heavier expenses were 
coming upon us, and the income-tax was made 
Is. 2d. for the whole year. It seems to me emi- 
nently creditable to the middle and upper classes 
that they submitted at once to this heavy burden : 
on the other hand, one's heart bleeds for those 
numerous struggUng families to which this additional 
taxation brought privation and hopelessness; a 
calamity much aggravated by the unhappy change 
from £150 to £100 as the limit of exemption. This 
oppressed section of the middle class ; this aggregate 
of professional men and widows and fathers with 
large families and small incomes ; has little influence 
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at elections, and never alarms the administration 
with threats of sedition and insurrection and rick- 
burning: it is left to suffer and pine and die in 
secret. 

The following year (1855) saw Sir G. C. Lewis 
Chancellor of the Exchequer. Mr. Gladstone had 
resigned with his chief, the Earl of Aberdeen; 
showing a disgust at war which seemed to unfit both 
of them for that spirited policy, which is sometimes as 
necessary as are economy and reform in peaceful 
times. It is singular that a man so heroic as Mr. 
Gladstone in home politics, should be wanting (as I 
think he is) in a spirit of resolute maintenance of 
the dignity of the nation. 

In this year (1855) Sir George Lewis had to make 
further additions to the taxes : the income-tax was 
raised to Is. 4d. in the £ : sugar, spirits, and other 
things were subjected to higher duties. Loans 
amounting to 21 milHons £, had to be raised, 
notwithstanding the determination to pay for the 
war, if possible, at once: nor can any censure be 
reasonably passed, when we see that the whole sum 
raised this year was larger than in any previous year 
since 1815. 

Next year (1856) peace was concluded. The cost 
of war however, continued; and no reduction of 
taxes took place. The expenses of the army were 
about 21 millions £, and those of the navy 13^ 
millions £; but it was estimated that they would 
have been twenty millions more if the war had con- 
tinued. In that case further loans would have been 
inevitable. 
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In 1857 we had fully returned to a state of peace : 
our troops had come home, the navy was not called 
on for further blockades and attacks. Economists 
hoped to see our annual expenditm'e reduced to what 
it had been before the war. They were disappointed. 
The expenditure of previous years had been : 

WAB. 

X * s 

1842 1843 1844 1847 1850 1853 1854 1855 1856 

51 mUs. £ 61 48 65 50 51 66 88 76 

But this did not include the cost of collection : 
adding -j^g-th part for this cost, we have : — 

65 65 52 59 54 65 71 95 82 

^— V — — ' 

WAR. 

Now let us look at our peace expenditure after 
1856. 

1857 1858 1859 1862 

68 mUs. £ 65 70 72 

This high standard has since been maintained. 

We see that there has been a permanent increase 
of 10 to 15 millions £ in the cost of our govern- 
ment. This would be less wonderful, if we had had 
a long war, vast loans, and an addition of 10 or 12 
millions £ to the annual interest on the national 
debt ; like the French, who have now before them a 
charge of 20 millions £ a year beyond the 20 
miUions £ they had to pay before the German war. 
But we on the contrary, are paying less interest 
than formerly. Our annual charge has been: — 

1842 1849 1854 1857 1861 1872-3 

29| mils. £ 28 28 28 J 26 27 

(including a sinking-fund of 2 millions £ in termin- 
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able annuities). We are therefore paying annually 
several millions less than we were paying thirty 
years ago. 

Part of our increased expenditure takes place on 
education. The money is wisely laid out, but it 
must be found by taxation. The greatest addition 
however, is in our means of defence. The army 
and navy (including ordnance) cost: — 

1842 to 1853 1857 1861 1873 
about 16 mils. £ 23J 28 25 

Could not this outlay be reduced? I fear not. 
Our increase of forces has not been made wantonly, 
in any spirit of vainglory, or desire of national 
predominance : it has been made as a defence against 
the attacks of our neighbours, to give that sense of 
security without which life has little value ; and for 
the protection of our amazing commerce. Our 
increase of expenditure has been nothing when 
compared with that of other great powers. 

There is one consolation in the altered state of 
the world: wars though severe are short. Before 
the reign of Elizabeth we had four hundred years' 
fighting with so weak a nation as the Irish : Cressy, 
Poitiers, and Agincourt are glories of a war which 
endured for a hundred years : Holland after her 
emancipation from Spain, was not at peace with 
that country for nearly a century: the Thirty 
Years' War bears in its name the remembrance of 
its long duration: the Seven Years' War in the 
middle of the past century, does the same in a less 
degree : the American war which we carried on 
against a colony not stronger than the present 
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Dominion of Canada, lasted six years. On the 
other hand the Crimean war waged against the vast 
power of Russia, was at an end in two years (or 
three, at the most). The mihtary deluge that has 
lately swept over France, did its destructive work 
in less than a year; though its results were more 
appalhng and more complete than those of any 
other European struggle of modern times. The 
cost indeed, has not diminished : perhaps it has 
greatly increased. But its incidence has changed. 
Formerly, the army and navy were a light charge 
during peace, and when they were wanted, had to 
be doubled and quadrupled under every disad- 
vantage : now, they are kept up constantly at a 
great cost but. are ready for immediate action. We 
have a perpetual armed peace, the expense of which 
in Great Britain is discharged out of annual taxation; 
and even a considerable war might possibly add but 
moderately to the national debt. France indeed, may 
seem an example to the contrary : but her disasters 
were unprecedented ; and a large part of the addition 
to her debt is for a huge sum extorted from her 
with the dagger at her throat. 



VI. 

HI8T0BY OF 1858 TO 1861. 



IN 1857 then, we entered on that condition of 
armed peace, which has since continued, and to 
which there is no apparent end. The Crimean war, 
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thanks to the heavy income-tax of Is. 2d. and Is. 4d. 
in the £, had added only 42 milKons £ to the national 
debt : a large sum no doubt, but as small as possible 
without a crushing increase of taxation from 1854 to 
1856. The ministry would willingly have continued 
the Is. 4d. income-tax during 1857, in order to 
reduce the 42 millions of new debt by nine millions : 
but the additional *'war ninepence" was not to be 
endured in time of peace : as in 1815-16, the 
popular voice could not be resisted, the tax was 
reduced to 7d. in the £. This impatience of taxation 
on our part, is in striking contrast with the conduct 
of the Americans ; who since the peace of 1865, 
by submitting to heavy and harassing imposts, 
have actually discharged a large portion of their 
debts. A great superiority over us, who did not 
even carry out the moderate proposals that would 
have paid off the forty millions in twenty years ! 

Sir George Lewis in his budget speech, broached 
the question, whether it is desirable to raise the 
national revenue by taxes imposed in various ways, 
or by a few simple but heavy taxes. There are per- 
sons to be heard of I believe, who would abolish all 
custom duties and excise duties, and would substitute 
an income-tax for the whole. Sir George Lewis 
argued strongly on the opposite side. This is a 
fundamental question to be hereafter decided. 



In 1858, there would probably have been an attempt 
to make a serious reduction in the army and navy. 
But since the last budget we had declared war 
against China : the House of Commons had indeed 
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supported Mr. Cobden in condemning the hasty pro- 
ceedings of our authorities ; but on a dissolution of 
the House, the country had given a majority to the 
Whigs, and they carried on the war. Besides this, 
the Sepoy mutiny had broken out ; and though the 
expenses of quelling it were ultimately to fall on 
the Indian exchequer, it was necessary for us to be 
prepared with whatever assistance might be needed. 
The country was suflTering at this time from the 
depression following the decennial crisis of 1857 : 
and though its recovery was in truth more rapid 
this time than after some similar attacks, yet it was 
desirable to spare it from all unnecessary strain of 
taxation. It was natural enough therefore, for Mr. 
Disraeli to propose, and for the House and the 
country to accept, the postponement of paying off a 
large portion of the Crimean-war debt. The income 
tax was reduced (as before arranged) to 5d. A 
penny stamp was imposed on bankers' cheques. 



In 1859, began Mr. Gladstone's longest term as 
Chancellor of the Exchequer : it continued without 
a break for seven years. That he gained great credit 
in this capacity is unquestionable : his boldness, 
thoroughness, and industry, put to shame the com- 
parative tameness and indolence of ordinary men. 
He owed much also, to his unexampled power of 
carrying away his audience when he opened his 
budget. 

" A (3) story goes that Mr. Pitt was once asked how Mr. Fox, a 
spendthrift rov£, a gambler, a man without a sixpence, a man in some 
sense without a character, a man with no official experience, should 
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nevertheless possess such great influence — be a political power in 
England. Mr. Pitt replied, * I see by your question that you have 
never heard him speak. You have never been under the wand of the 
magician,* It is the same with Mr. Gladstone. It is diflScult to hear 
or even to read one of his great speeches, and then to criticise it 
calmly. His words, his voice, his clear good faith, his eager nature, 
and his generous energy, lay a spell upon his readers and his 
hearers." 

Such was Mr. Gladstone at the beginning of this 
long period of financial ofiBce : I will not undertake 
to say that even his "clear good faith" has since 
altogether escaped that tarnish which suUies the 
character of most veteran leaders. I certainly would 
not apply to him the words of Adam Smith : — that 
cunning and crafty animal commonly called a states- 
man or pohtician : — but he has not escaped, no more 
than other men, the deterioration caused by his 
pursuits ; he has in unguarded moments allowed the 
subtlety of his understanding to do injustice to the 
uprightness of his heart. 



This year (1859) again confirmed our habit of a 
large national expenditure. War broke out between 
Austria on one side, and Italy backed by France on 
the other : after the battles of Solferino and Magenta, 
ill supported by the feeble efibrts of the native armies, 
the Peninsula was set fi'ee from German domination ; 
and Austria, after centuries of good fortune, felt that 
ebb of the tide which has since left her stranded as 
almost a second-rate state. This disturbance among 
the Great Powers, together with serious naval prepa- 
rations on the part of France, compelled Lord 
Palmerston to increase the army and navy ; and these 
services instead of the 15 or 16 millions £ before 
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1854, now cost so mucli as 26 millions £ ; and this 
while we were still at peace with Europe. The whole 
expenditure of the year was fifteen millions more 
than it had been before the Crimean war (allowing 
for expenses of collection). 

The additional revenue was raised by adding 4d. 
in the £ to the income-tax. There was a further 
provision that the first half year should pay Is. Id. 
and the second 5d. This practice of collecting taxes 
arbitrarily, in the mode most advantageous to the 
public treasury, but with scant consideration for 
the public, is one of doubtful advantage. I will con- 
tent myself here with asking, whether any ministry 
dare take such a step if it pressed as heavily on the 
country gentlemen, or the richer trading classes, or 
the bulk of the people, as it does press on widows 
and spinsters and struggling professional men. 



In. 1860, the national expenditure was again very 
heavy : nearly 73 millions £, as it proved. Besides 
this, the French Commercial Treaty required us to 
lower several important duties. Some other duties 
were abolished : particularly those on silks, gloves, 
and watches. Whether these and similar remissions 
were made with sufficient consideration for the home 
producers I will not here say: but it cannot be 
denied that by means of the various free trade 
changes, Coventry and other places found their 
manufacturers ruined and their artizans driven to 
destitution and beggary. 

Mr. Gladstone showed much boldness in the face 
of all the difficulties of the year: he proposed to 
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abandon the excise on paper ; but his feeble majority 
in the House of Commons, emboldened the Lords 
to reject the measure. He succeeded nevertheless, 
in raising the income-tax from 9d. up to lOd. in 
the £. 

There were two incidents this year, both involving 
questions of principle. The first was the falling in 
of the Long Annuities, a change which lessened the 
annual payment for the debt by more than 2 millions 
£. This was an admirable opportunity for doing 
something considerable to reduce the principal ; but 
it was thrown away, not however by the fault of 
statesmen, so much as by the strange ignorance and 
apathy of the nation. 

The other incident was the raising money for 
Fortifications. There are those who say that the 
expense of these defences should be provided for at 
once, just as in the case of the army. Taking into 
consideration our neglect of a sinking-fund, I should 
say that it is best to throw all expenditure, as far as 
possible, on to the annual revenue : but if we showed 
half the fortitude of the Americans in reducing debt, 
I should then contend that all permanent works, 
whether government railroads or fortifications, should 
be made with borrowed money to be gradually 
repaid; so that successive generations should share 
in the' payment as they share in the advantages of 
the works. Let each year, on the other hand, pay 
the wages and salaries of the military, naval, and 
civil services, which perish in the rendering. 



In bringing forward the budget of 1861, Mr. 
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Gladstone was able to say that the war with Chin^ 
was ended. This reduced by three millions the an- 
ticipated expenditure ; which still however, remained 
at the high rate of 70 millions £, or, after deducting 
the cost of collecting, 65^ millions £ : an excess of 14 
millions over the expenditure before the Crimean 
war; and allowing for the reduction of annual interest 
on debt, an excess of 15 to 16 millions £ : that is to 
say, the expenditure " was higher by 65 per cent., or 
was far more than half as large again in 1861 as 
it was before 1854 : the word expenditure being taken 
here to exclude payment of interest on debt. 

The paper duty was finally repealed this year. 
The income-tax was fixed at 9d. in the £. 

The only problem requiring solution was the one 
arising out of a motion made by Mr. Horsfall, the 
veteran member for Liverpool : he proposed that 
the duty on tea should be reduced from the minis- 
terial Is. 5d. in the pound to Is. Since that time, 
Mr. Bright has broached a policy comprised in 
the cry " a free breakfast table." Other politicians 
strongly maintain that the present practice of charging 
a uniform duty is grossly unjust; since it levies the 
same Is. 5d. or Is. or 6d., as the case may be, on 
the rubbish worth in bond 4d. a lb., and souchong 
worth 3s. a lb. I will consider these questions in 
their proper place : the reply to Mr. Bright will 
depend upon the answer to the question, whether 
national revenue should be raised by a few direct 
taxes, or by these and a few indirect ones, or by 
a considerable number direct and indirect. As to a 
uniform or an ad valorem duty, I will show that this 
inequality can be rectified by exempting the con- 

D 



34 TAXATION. CHAP. 1. 

sumers of tlie worst teas from some other charge, 
such as the income-tax. 



vn. 

HISTORY OF 1862 TO 1866. 

HITHERTO, I have taken as my guide. Sir 
Staflford Northcote's full and faithful Twenty 
Years of Financial Policy : for the remainder of my 
narrative I have to search through files of news- 
papers, and to condense the information as I best 
may. 

In 1862 it was found that the last year's budget 
had proved unsatisfactory; and this was the more pro- 
voking because the previous financial year had added 
to the national debt. With so small a formal sinking- 
fiind as ours (consisting of terminable annuities,) and 
having let slip the opportunity of increasing it when 
the Long Annuities fell in, we are bound in our 
annual budgets to secure a surplus. I do not pre- 
sume to blame Mr. Gladstone as to these two years, 
because I know the fallibility of calculators : I only 
express what he felt when he found that 1860 
and 1861 had deficits amounting together to five 
millions £. 



The civilized world has certainly undergone a great 
many troubles during the present generation : there 
have been European revolutions and wars growing 
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out of these in 1848-9; the French coup d^etat and 
usurpation in 1851 ; the Crimean war in 1854, 
followed immediately by the Indian Mutiny; the 
Austro-Italian war in 1859 ; the German and Danish 
war in 1864 ; the Austro-Prussian war in 1866. 
Since then, in 1870-1 we have had the Franco- 
German war, as unexampled in scientific complete- 
ness on one side, as in rapid and complete success : I 
will not say unexampled in harshness of retribution, 
since North Germany only treated France half as 
harshly as Napoleon the First treated Prussia. 

In the year I am speaking of (1862), the other 
hemisphere was sharing these troubles. The great 
Civil War had broken out; a war l)egun without 
preparation, unscientifically conducted, ended after 
five campaigns by the determined but coarse appli- 
cation of brute force ; a war ending fortunately in 
the extinction of slavery, though not at first waged 
by the North for that object. The giant republic, 
the supposed abode of unfaiHng peace and prosperity, 
which dispensed with standing armies and navies, 
carried on in its own passionate, rough, resolute way, 
a contest that cost the lives of myriads, that wasted 
the national resources, and that left a debt which the 
republic is taxing its energies to discharge. 

Out of this war grew the Trent affair^ which was 
a great cause of the ill success of the budget of 1861. 
The effrontery of Captain Wilkes, commanding the 
American vessel the San Jacinto^ appeared likely to 
involve us in war. Happily, the American govern- 
ment surrendered Messrs Slidell and Mason, whom 
Captain Wilkes had illegally taken from the English 
steamer the Trent. In the meantime the Bnghsh 
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administration had found it necessary to increase 
the miUtary and naval forces ; and this unexpected 
expense had disturbed its financial calculations. 



But a more serious calamity fell upon us through 
this civil war : the supply of American cotton was 
nearly cut off by the Northern blockade of the 
Southern ports ; the vast manufactures of Lan- 
cashire and Cheshire were paralysed ; and the 
artizans, men and women and children, were reduced 
to idleness and thrown upon the rates. Remembering 
that about a million of such persons are employed in 
our textile industries, (including however, the silk 
and hosiery trades) the stoppage of most of the 
mills was a very grave misfortune. We then 
learnt a lesson which economists will do well to 
remember : the importance of rich capitalists at such 
a crisis. If the cotton manufacture had been carried 
on by small traders Uttle above the rank of mechanics, 
the cessation of employment would very soon have 
reduced them to destitution ; and far from being able 
to pay heavy rates to assist the workpeople, they would 
themselves have had to appeal to the charity of their 
fellow countrymen : just as happens in those French 
and German districts in which peasant properties 
prevail, where when a failure of the crops brings 
dearth or famine, there is no rich class to stand in 
the breach. 

If this disaster had befallen us immediately after 
the commercial crisis of 1857, it would have been 
more seriously felt : but coming in the last half of 
the decade, at a time when the nation had rallied 
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from that concussion, and before the Black Friday 
of 1866 had again shaken the country, it was borne, 
not without much suflfering, but without ruinous 
distress. It was borne much more easily also, 
because the repeal of the corn-laws and the dis- 
coveries of gold coming most opportunely together, 
had given an irresistible impetus to our commerce. 
This explains the fact, otherwise incredible, that 
in 1863, in the midst of the cotton dearth, there was 
a reduction of several millions of taxes. The tea- 
duty was reduced from Is. 5d. to Is. a pound, the 
income-tax from 9d. to 7d., besides a concession to 
all incomes under £200 of a deduction of £60 from 
their assessment (in lieu of the former lower rate 
from £100 to £150). 



In 1864, the American civil war was still raging ; 
and though some additional cotton was coming in 
from India and Egypt, there was great distress in 
Lancashire and Cheshire. Nevertheless, the pros- 
perity of the country was otherwise so great, that 
there was a surplus of more than 2 miUions £. 
Four claims were made as to the disposal of this 
considerable sum : reductions were asked for in the 
income-tax, and in the duties on sugar, malt, and 
fire-insurance. Mr. Gladstone determined on lowering 
the income-tax to 6d. (taking off the supplementary 
Abyssinian war Id.) ; on equalizing the sugar duties ; 
and on reducing the tax on fire-insurance as to stock 
in trade, from 3s. to Is. 6d. in the £100. 

Thus, in the two years 1863 and 1864 taken 
together, nearly eight millions of taxes were taken 
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off; and this notwithstanding the Lancashire dis- 
tress. So agreeable is the office of Chancellor of the 
Exchequer during the flourishing half of each decade. 
In 1865 again, we had a prosperous, or rather an 
inflated year ; when all sail was set, and approaching 
hurricanes were not dreamt of. An estimated sur- 
plus of four miUions ! The income-tax was brought 
down to 4d. in the £ ; the tea-duty from Is. to 
6d. a lb. ; fire-insurances to Is. 6d. on all kinds of 
property. 

A ninth edition of Fenn on the Funds, edited by 
the late Mr. R. L. Nash, gives an interesting com- 
parison of the produce of the various taxes in 1856 
and in 1865; showing the changes in ten years. 
In 1865, the Customs yielded rather less than in 
1856 ; the duties having been reduced on tea, coffee, 
&c., and removed from butter, cheese, silk manufac- 
tures and other articles; but tobacco yielded a 
milhon £ more, and sugar about as much as before, 
while the loss on tea was nearly a million and a 
half.^*^ The Excise produced nearly 2 millions more 
in 1865, notwithstanding the loss of a million on 
paper ; the greatest increase being that of more than 
2 millions on home-made spirits. Under the head 
of stamps, there was in 1865, an increase of a 
million in the duties on legacies, successions, and 
probate of wills, and of smaller sums on bill, deed, 
and other stamps. The gross revenue from the Post 
Office had much grown. There were large casual 
receipts from the Indian Government and from the 
sale of old stores. The income-tax levied was less 
by 7 millions £. 
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SUMMARY. 

Cnstoms . . . 

Excise . . . . 
Income-tax (atuid.) 

Stamps . . . . 

Land-tax . . . 

Assessed Taxes . 
Post Office 
Crown Lands 
Miscellaneous 



(fro* 
income.) 



1856. 

£23,213,797 

17,632,139 

16,169,458 

7,063,610 

1,157,525 

1,978,562 

2,767,201 

421,715 

1,168,148 



inroine.) 



1865. 

£22,527,573 
19,428,324 

7 085 774 (*«*<»•* 

4,vfOO,4 t*± arreara.) 

9,542,645 
1,123,920 
2,166,699 
4,166,496 
442,400 
2,993,436 



£70,552,145 £70,367,267 



The year 1 866 was another of the troubled years 
of the nation, when a great commercial crisis struck 
terror into the hearts of all persons trading on credit 
and brought ruin to thousands of families whose 
savings had been invested in companies promising 
large dividends. 

When Mr. Gladstone brought forward his budget 
neither he nor his critics prognosticated the ap- 
proaching tempest. The budget appeared on the 
3rd of May : on the 11th, only eight days later, the 
failure of Over end and Gumey threw the nation into 
a panic, and this was followed by such depression as 
took several years to reUeve. 

Mr. Gladstone, happily ignorant of the immediate 
future, was able to congratulate the nation. First; 
the last year's estimate of income and expenditure 
had proved accurate : secondly, the increase of the 
national income, previously estimated at about If 
milUon £ annually, had this year reached that sum : 
thirdly; the income-tax, which under Sir Robert 
Peel had yielded about f million £ for each penny, 
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now yielded £1,400,000. On this the Economist re- 
marked : — " Whatever may be thought of our future 
resources, our present are undeniably prolific and 
ample." The next number of that really accurate 
and conscientious paper, was full of the failure of 
Overend and Gurney, the distracted condition of 
men's minds, and the rise of discount to 9 per cent. 

It was singular that in the next month (June) 
Mr. Gladstone ceased to be Chancellor of the Ex- 
chequer : he had held the oflBce seven years, and did 
not resume it for another 7 years. It happened to 
him in 1866, as to Sir Robert Peel before, to come 
in at the point of time when the financial tide was 
beginning to flow, and to go out again as the tide 
began to ebb. 



YIII. 

HI8T0EY OF 1867 TO 1873. 

AFTER a Liberal reign of seven years, the Con- 
servatives came into office in June, 1866, and 
retained it for two years and a half. They had to 
face the distress that followed Black Friday, the 
shock of which may be estimated by these facts : — 
that the Bank rate of interest rose to 10 per 
cent., and remained at that high rate for fourteen 
weeks, while in Paris it was only 3^ per cent, 
(confirming the truth of what we heard, that on the 
Continent, the failure of Overend and Gurney shook 
the credit of the Bank of England) ; that when the 
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acute stage of the disorder was passed, such debihty 
succeeded, and such a suspension of active commerce, 
that in July of the following year, interest fell to 2 
per cent., and continued at that low rate for a year 
and four months. After 1857, the country had 
quickly rallied from its depression : after 1866, its 
recovery was slow and tedious. 

Mr. Disraeli, Lord Derby's Chancellor of the Ex- 
chequer, had to contend with these difficulties : and 
he had only one circumstance in his favour ; that the 
textile districts had been enjoying comparative pros- 
perity since the peace in the United States had 
restored a large part of the supply of cotton. It 
was remarkable too, that the commercial distress 
had not interfered much with the incomes of those 
not engaged in speculation ; as was shown by a sale 
of valuable pictures at which the prices given were 
wonderfully high. 

Mr. DisraeU therefore, in April, 1867, had not so 
painful a task as we should have expected : he was 
able to announce the astonishing fact, that the Whig 
estimate in 1866, of the income of the following 
year, had been exceeded by the result. He hoped 
also, that he should have a surplus in the coming 
year. He made little alteration in the taxes. 



In 1868, Lord Derby having resigned office from 
ill health, Mr. Disraeli succeeded him as head of the 
Government, and Mr. Ward Hunt took the place of 
finance minister. He had a disagreeable duty to 
perform : for the continued dulness of trade had 
suspended that annual increase of revenue which 
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had appeared unfailing in more prosperous days : 
during the past year, the ordinary income and ex- 
penditure had only just balanced each other ; while 
for the coming year a deficit was anticipated. 

These calculations were made without taking into 
account the cost of the Abyssinian war; an expedition 
undertaken deliberately, necessarily, and with that 
conscientious awe which the poet demands from all 
belhgerents : a war that I cannot regret, because it 
proved to the world our unflinching determination 
to vindicate our rights, and our moderation in re- 
tiring from the lands we had conquered ; because by 
exercising our mihtary administration it showed us 
our deficiencies, and lessened the danger which besets 
us of rusting in peace and prosperity. But the finan- 
cial result was lamentable. The Uttle war was to 
have cost a million or two ; as the accounts came in, 
we found we had to pay, 3, 4, 6, 8, 9 millions £ : a 
million a head for each captive we were bound to 
release. Lord Palmerston's civis Bomanus sum with 
a vengeance ! 

Besides having to meet this expenditure, incurred 
beforehand, it was alleged that the Conservatives, 
continuing in office only by tolerance, were disposed 
to buy support with unjustifiable liberalities. Their 
successors certainly practised a moye rigid frugaUty ; 
but subsequent events have thrown some doubt on 
their supreme wisdom in this respect. 

To supply the necessities of the Treasury, the 
income-tax was raised from 5d. to 7d. 

Mr. Gladstone at the close of 1868 found himself 
at the head of the administration; a position to 
which he was well entitled, by his flowing eloquence. 
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his political ability, his unwearied industry, his long 
experience; and thus, after filling many important 
oflBces, he became in his fifty-ninth year First Lord 
of the Treasury; and proposed to carry out un- 
grudgingly and vigorously, those liberal doctrines 
which his youth had prematurely denounced. He 
chose Mr. Lowe for his finance minister, notwith- 
standing that gentleman's opposition to Mr. DisraeU's 
bill for the extension of the ft*anchise, and his inex- 
perience at the Treasury. 



In April, 1869, began the financial ascendancy of 
the new Chancellor of the Exchequer. Coming after 
such ministers as Sir Robert Peel and Mr. Gladstone, 
he might have been excused if he had declared that 
all possible reforms had been wrought out, and that 
the duties of his office henceforth were administrative. 
Mr. Lowe however, has in his different budgets, 
contrived some curious surprises for the pubhc : he 
has made or attempted many alterations; some of 
them excellent, some useful, some to my thinking 
detestable. 

On this occasion, it was said^^^ that his " Budget 
was one of the most remarkable in an age of remark- 
able Budgets." Another writer characterized it as 
** the most ingenious Budget of the present century. 
He had to tell a wretched story, and behold ! it is 
triumphant. He had to unfold a dismal tale of mere 
equihbrium, painfully secured by attenuating the 
balances at the Bank to a degree which was scan- 
dalous if not unsafe, and lo ! there is a surplus." 

The Abyssinian war was still hanging over the 
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Treasury. Its cost was now estimated at 9 millions 
£, of which one half had still to be provided. Setting 
this aside, there was an estimated surplus income of 
4^ millions £; a sum just enough to pay the war 
expenses. A man patient and void of ambition, 
would perhaps have been content to let things alone 
for this year, and defer further alterations till the 
next budget. Mr. Lowe was reckless and bent on 
distinction : he made many alterations. He swept 
away the remaining Is. duty on corn (a protective 
tax no doubt). He aboUshed the entire tax on fire 
insurance (a tax on prudence). He took off the 
duties on hired horses and carriages. He reduced 
the income-tax by one penny. By these changes 
he gave up 3 millions £ of revenue. 

But note at what cost this was done. The as- 
sessed taxes were turned into payments for hcences 
and were to become due at once : a beneficial change, 
and one falling on those who choose to keep dogs, 
horses and carriages, and to use armorial bearings. 
But the great and objectionable alteration was 
shifting the date of payment of the income-tax 
and the house-tax. These had hitherto been de- 
manded by instalments in the course of the year : 
now they were to be paid in a lump and immediately 
after Christmas. To men with a balance at their 
bankers, and to traders having large sums passing 
through their hands, the new scheme was more than 
harmless : it relieved them of trouble and an- 
noyance. But to the large class who are always 
a little in arrear, it was offensive and irritating: 
why should the government come with its de- 
mands just when Christmas bills had to be 



SECT. VITI. PAST AND PRESENT. 45 

paid ? Why not come at Lady Day or Michaelmas, 
or both ? The answer was that Mr. Lowe wanted 
to do a clever thing: to raise millions without 
imposing a tax, and while taking off many taxes. 
The widow and the poor professional man might 
smart for it, but the money must be had. Mr. Lowe 
would not have done this some years later ; he has 
not been too proud to learn : when lately proposing 
to extend the partial exemption to incomes of £300, 
he mentioned the numbers of piteous appeals he had 
had from persons of small means ; and he must now 
be aware how cruelly his anticipations of demand 
in 1869 had pressed upon such persons. 



Mr. Lowe had now won his spurs, and in 1870 he 
was moderate in his proposals. He took one penny 
off the income-tax : he reduced the duty on sugar : 
he reUeved hawkers and others. But one tax he 
imposed, which is noteworthy as the forerunner of a 
similar measure next year, that brought him no 
credit: he imposed a Ucense duty of £1 on every 
person carrying a gun. This charge has reUeved us 
from a good many annoying and dangerous wan- 
derers among the highways and hedges, in search 
of small birds. It was injurious to the gun-makers, 
but so large a trade as theirs did not long feel it 
seriously. The tax produces upwards of £60,000. 

In 1871, Mr. Lowe's task was not so pleasant as 
it had previously been : indeed this was his year of 
mortifications ; of increased expenditure, of a deficit 
instead of a surplus ; of an ingenious tax scorn- 
fully rejected by the country. The utter collapse of 
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France under the forces of her enjemy, and the fatuous 
talk about the possibility of a German invasion of 
Great Britain, had disturbed our equanimity. Twenty 
thousand men were added to our army ; and there 
were large purchases of stores and ammunition, which 
it was alleged had been reduced too much by a 
pinching frugality. 

During this session too, began the great expense 
attending the abolition of purchase of army com- 
missions. The change was inevitable; because the 
practice of buying other offices had long ceased in 
England; and the country would not permanently 
allow the manifest injustice, of permitting a heavy 
purse to carry a young man over the heads of older 
and more deserving men. On the other hand, pro- 
motion by merit too often means promotion by 
favour; and the new system is exposed to the dis- 
advantage of keeping worn-out officers in their posts, 
when they cease to have the power of turning their 
commission into money. Whether we shall get abler 
officers by the change we cannot foresee : it is cer- 
tain that the new men will not be braver. Nor will 
they be more faithful : for it was said I believe, at the 
close of the Peninsular war, that while native officers, 
fighting for their own country, sometimes went over 
to the French, (on one occasion incurring the severe 
censure of the Duke for doing this, although in- 
tending to re-desert to their own ranks) only one 
Englishman was guilty of treachery, and he proved 
to be mad. It must be confessed however, that 
under the purchase system, we got officers who, as 
the Duke said, could do nothing but fight, and who 
up to the present day have been too much of dilet- 
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tanti, abhorring study, and careless of everytliing 
serious beyond mere regimental duty. At any rate, 
purchase was aboHshed, and the holders of com- 
missions have to be paid gradually to the extent of 
many millions. 



On the whole there was an estimated deficiency 
this year, (1871) of nearly 2 milUons £. Mr. Lowe 
exercised his ingenuity unwisely : he intended to 
raise part of the necessary funds by augmenting 
the income-tax; but finding that an additional Id. 
in the £ would be too Uttle, and l^d. would be too 
much, he suggested the new mode of charging 2^ 
per cent., which would have given the old 4d. 
and about l^d. more : the public and the House 
declined this proposed alteration ; they thought 
the tax annoying enough, without the necessity of 
going to school again to learn how to compute it. 

But the most striking feature of the budget was 
the proposed tax on lucifer matches. Mr. Lowe 
had easily carried his gun tax the year before, after 
a few remonstrances from the trade : he anticipated 
an equally easy victory over the matchmakers, but 
he was disappointed. I will discuss this matter 
at greater length in another section : I will content 
myself here with saying that the intended tax 
appeared to be odious, not on account of the small 
charge laid on the consumers, but on account of 
the absolute ruin it would have brought on hundreds 
or thousands of the very poorest of the people; 
and all for the sake of raising half a million. Mr. 
Lowe got rid of his two whims at one stroke, by 
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giving up the match-tax, and raising the income- 
tax from 4d. to 6d., instead of 5^d, 



The year 1872 exhibited Mr. Lowe in a much 
more agreeable character, as a man capable of pro- 
fiting by experience, and sympathetic with proved 
penury. His budget was sensible and sound; and 
what was still more gratifying, showed a just com- 
miseration for the struggling and distressed middle 
classes, whom he and Mr. Gladstone had formerly too 
much disregarded and even oppressed. Besides 
taking 2d. in the £ off the income-tax, a boon to all, 
he extended the exemption as to small incomes : of 
late^ all incomes up to £200 had been allowed to 
deduct £60 from their assessment ; now all up to 
£300 were allowed to deduct £80. This was the 
result : — 

Before Additional 

1872. 1872. Exemption. 

An income of £100 paid on £40 . . £20 . . £20 

£200 „ 140 . . 120 . . 20 
£300 „ 300 . . 220 . . 80 

This goes a long way to the obviously just system of 
deducting £100 or £160 from all incomes. I have 
£100, and pay nothing; you have £101, and pay on 
£21. You ought to pay on £1 only. The yield of 
the income-tax would certainly be reduced, but all 
justice pinches somewhere. 

The duty on coffee was also reduced from 3d. 
to l^d. a lb. ; on the ground that judged by its 
consumption, it was overtaxed in proportion to 
similar commodities. Going back to 1840, said 
Mr. Lowe, the nation used about equal weights of 
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tea and coflfee : now they used 4 lbs. of tea to l^^lbs. 
of coffee. This was not avowed as a concession 
to Mr. Bright' s recent cry for "a free breakfast 
table." 

The Budget of 1873 was pleasant, commonplace, 
and sensible. No one could have guessed that Mr. 
Lowe was the author of it. In the previous year 
he had been blamed by some critics for having 
under-estimated the probable revenue and surplus. 
The result, which was an excess in the revenue of 
nearly five milhons, certainly showed an under- 
estimate ; but I cannot blame this, when I remember 
how unusual such an error is among the great 
governments of the world; and further, that this 
surplus goes to swell the discreditably small fund 
we usually supply for reducing our debt. 

This year (1873) Mr. Lowe fell under the censure 
of another critic for an alleged fault in the contrary 
direction ; he was accused of having calculated on 
too rapid a growth in the revenue : but the critic 
forgot to take into account that this year occurred 
at that part of a decade, when notwithstanding a 
great rise in prices the flush of prosperity might be 
expected to continue. 

Mr. Lowe then, had nearly five millions to deal 
with. He remitted a penny in the £ of income-tax, 
thus reducing it to 3d. in the £; and he reduced 
the duty on sugar to 3d. a cwt., or about -^ of a 
penny a pound. These reductions, as he calculated, 
would leave the means of paying out of the year's 
revenue the sum of £1,600,000, half the Alabama 
indemnity due to the United States. 

E 
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IX. 
RECAPITULATION OF HISTORY FROM 1842 TO 1873. 

I HAVE now finished my financial histoiy of thirty- 
years. I have followed the progress of fi'ee- 
trade and reform. At the beginning of this period 
Great Britain was burdened with corn-laws, the 
legacy of the great war, which also imposed 600 
millions £ of debt : at the end of the period those 
laws had been swept away by the influence of the 
great towns, which had become as predominant in 
Parliament as their superior enlightenment and 
energy entitled them to be. Other restrictions on 
commerce had been removed ; unhappily at a great 
cost of suffering to cities like Coventry. 

These results were obtained by the imposition 
of an income-tax, to supply the deficiency of revenue 
during the period of change : a tax praised by 
some, execrated by others ; but whether commended 
or hated, perhaps destined to be the Old Man of the 
Sea, not to be shaken off. 

During these thirty years a great addition has 
been made to the annual expenditure of the country : 
we are called on for about 70 millions £ instead of 
66 (allowing for cost of collection). It is believed 
that the income-tax is partly responsible for this, 
because it is much easier to raise a few miUions by 
an additional 2d. or 3d. in the £, than it is to find a 
new custom or excise duty, or to add to an old one. 
If this be true, the partizans of a penurious adminis- 
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tration ought to relax in their attachment to this 
direct taxation. 

The main cause however, of our increased expen- 
diture, lies much deeper: it is to be found in the 
condition of Europe generally. Thirty years ago, 
the Continental nations were only recovering from 
the exhaustion that followed the long struggle with 
Napoleon; they had scarcely begun to emulate the 
manufacturing and trading adventures of England : 
since that time they have more than regained the 
ground they had lost, and have made great advances 
in money-making arts. France in 1830,^^' had only 
616 steam engines ; in 1864, she had 25,000, and is 
supposed to have now 40,000. The growth of 
wealth with its consequent increase of national 
revenue and expenditure, is not peculiar to us. 

This is strikingly exhibited by M. Maurice Block 
in his Puissance Comparee des divers Etats de 
V Europe, 1862. He shows us how vast has been 
the augmentation of the revenue and expenditure of 
the European powers. 

Between 1828 and 1861, the increase has been : — 

In Italy 689 per cent. 

Russia 346 „ 

Spain 275 „ 

Austria 188 „ 

Pmssia 166 

Holland 94 

France 76 „ 

Belgium 62 „ 

Great Britain . . . only 33 „ 

It appears from this comparison, that while 
English taxation increased by only one-third, that of 
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France increased by three-fourths, that of Holland 
nearly doubled, that of Austria nearly trebled, that 
of Russia more than quadrupled. 



From the high scale of private expense prevailing 
in England, we should expect the national outlay to 
exceed that of the Continent. Yet putting aside the 
interest on our debt, the comparison is more favour- 
able than might be anticipated. It is necessary to 
distinguish between annual payment of interest, and 
annual cost of army, navy, and civil administration. 
That we should pay the annual interest due is re- 
quired as much by morals as by pohcy : for what an 
example of fraud would it be, if so rich and well- 
ordered a nation as the British, were to repudiate its 
engagements ! There are those, I know, who sin- 
cerely deny the competency of one generation to 
incur debt for its successors : but even such patriots 
would feel a pang in surrendering the boast that for 
nearly two centuries Great Britain has never failed 
to pay the interest due to her creditors ; and that 
her people have submitted to an income-tax of Is., 
Is. 4d., and even 2s. in the £ rather than be wanting 
in national punctuality. 

In comparing our expenditure then, with that of 
other nations, we must deduct the part paid for 
interest on debt ; and we shall then find that while 
frugal Prussia spends annually about 17s. a head 
of population, we spend about half as much again ; 
no unfair proportion, taking into account the com- 
parative sterihty and poverty of Prussia. Then, 
what is far more remarkable, against our 26s. a head 
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France is spending 45s., besides her annual interest 
which is now half as much again as ours. 

We cannot wonder that with so high a scale pre- 
vailing among our nearest neighbours, and with 
so vast an increase in the expenditure of continental 
nations generally, our expenditure should have risen 
from 66 up to 70 milhons £. 

We have seen that this unfortunate change began 
with the Crimean War. But the impossibility of 
going back to our old modest standard of 25 millions 
£ a year (besides interest) has partly arisen from 
the disturbances among other nations. In twenty 
years there have taken place, the Italian war, the 
cruel Danish war, the " seven days' " war between 
Prussia and Austria, the fatal Franco-German war 
of 1870-71 : besides the Polish insurrection, the 
Indian mutiny, and the gigantic American civil war. 
For England to have stood unarmed among such 
combatants, would have been to invite some of them 
to pick a quarrel with her, and damage her beyond 
redemption. 



Another of our great changes has made it im- 
perative on us to maintain a commanding navy. The 
repeal of the corn-laws was wise and even necessary : 
but it brought with it this disadvantage: that by 
greatly increasing our dependence on importation, 
it has exposed us to fear of dearth or famine in 
case of a war with any naval power strong enough 
to blockade our coasts. Rome in her decline, actually 
experienced this disaster. If our public spirit should 
decay, and if, intent on gain and ease, we should 
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adopt the ignorant or insidious counsel of peace at 
whatever price, we might some day find ourselves 
at the mercy of a Napoleon or a Bismarck, and might 
experience that bitterness of humiliation in which 
the French have lately been steeped. Our navy 
must be kept up, whatever may be the cost. 



Then again, we now call on Government to do 
many things formerly left to chance, to private eflfbrt, 
or to local authorities. To say nothing of a part 
of the cost of gaols and police, the national treasury 
had a charge in 1872, of nearly 2 millions £ for 
education, and of more than f million £ for abolition 
of purchase of commissions : we are paying 2 millions 
£ a year as a sinking-fund in the form of terminable 
annuities : the cost of the Post Office appears in the 
accounts as 4^ millions £, though of course this is 
only a matter of account, since the greater the outlay 
the greater the profit. Altogether, in 1872 even 
as compared with 1866, our outlay on education, 
abolition of purchase, sinking-fund, and Post Office, 
is 4 millions £ more than it was six years earlier. 



On the whole therefore, we have little reason to 
expect any considerable reduction of national expen- 
diture : we have far more reason to fear an increase. 
Wages and prices of commodities have risen, are 
rising, and cannot be brought back to their old level : 
salaries will have to follow, and this will be a new 
expense. The world since 1816 has grown rich and 
wanton ; and woe to those nations which penuriously 
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starve their forces and fail to protect themselves 
against the sanguinary freaks of kings and poli- 
ticians ! 

As we cannot bring back our annual budgets to 
their old dimensions, it is the more important for us 
to arrange our scheme of taxation so as to make 
it productive, just, and tender to the distressed. 



CHAPTER n.— ATTEMPT TO SOLVE THE PROBLEMS 
THAT ARISE OUT OF THE HISTORY. 



X. 

SKETCH OF MY PBIN0IPLE8. 

I HAVE now gone through the financial history of 
the last thirty years, and have shown under what 
circumstances some taxes have been aboHshed or 
reduced, and others have been imposed. I have 
pointed out objections which have been urged against 
these changes, and the replies adduced. I propose 
now to enter on a more detailed examination of the 
arguments that have been or may be alleged on either 
side. . 

With regard to the abolition of some taxes there is 
little difference of opinion. This is especially true 
of duties on raw materials ; duties that hamper 
manufactures, or hinder the well-being of the poor. 
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Few persons would desire to tax again wool or 
cotton; and though M, Thiers forced the French 
Assembly to pass a law for doing this (a law im- 
mediately repealed) the only apology offered was the 
tyrant's plea, state necessity. Bricks and timber 
formerly contributed to our Treasury ; but we must 
acknowledge that it is undesirable to impede the 
growth of large and airy factories (now well-regu- 
lated and no longer regarded as hot-beds of vice) and 
still more undesirable to throw any obstacle in the 
way of supplying better houses for our ill-lodged 
working classes. Taxes on raw materials then, are 
condemned by social science and by political 
economy ; the latter of which points out a further 
disadvantage, in compelling the advance by the im- 
porter, of a sum of money which must be repaid over 
and over again with interest, by the dealer and the 
manufacturer, the merchant and the retailer ; a sum 
that like a snow-ball grows as it rolls on : so that 
every sovereign that first reaches the Treasury, may 
in some cases cost the consumer of the finished 
commodity two or three sovereigns. 

But other changes cannot be dismissed in this 
summary fashion ; and as soon as we enter on the 
discussion of them, we find ourselves obliged to appeal 
to first principles. There are two hostile financial 
schools : one of which teaches, that as a certain 
revenue must be had, it is better to raise it by our 
present practice of drawing from various sources : 
and the other teaches the more simple doctrine that 
all duties on commodities are wrong, and that we 
ought to go at once to each man's income and take a 
certain portion of it. There are indeed, those who 
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condemn the income-tax altogether; others who 
would vary the rate of it so as to partially exempt 
precarious and temporary incomes; others who 
would levy it on wages by going down far below 
£100 a year. You may find benevolent men, who 
seeing the wide-spread poverty existing, and knowing 
that vast means add nothing to the happiness of 
their owners, would have a graduated tax, rising from 
1 per cent, on the poor man to 5 or 20 per cent, on 
the millionaire. 

Before we can solve the complex problems thus 
submitted to us, we must determine the principles 
of our science. 



Let me first give a sketch of the arguments I pro- 
pose to consider. 

All will agree that even a bad Government is 
better than none ; and that anarchy is more expen- 
sive than the most costly regular administration : 
anarchy, which not only dissipates the fruits of 
labour, but what is far worse, makes productive 
labour impossible. Yet whatever may be the cost of 
Government, it ought to fall in certain proportions 
on all the people. In what proportions ? Adam 
Smith's illustration, that we should be all regarded 
as joint tenants of an estate, and therefore liable 
to pay for its management in proportion to the in- 
come we derive from it, is only an illustration : it is 
objected that there may be three classes of persons 
interested in an estate (the landlord, the farmers, 
and the labourers) and that in the great estate of 
the country there are many classes (those who live 
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without work, those who live by using capital, those 
who live by their minds, without capital, those who 
live by their hands alone). 

I shall suggest another rule in the place of Adam 
Smith's : — That everyone ought to pay taxes accord- 
ing to the cost incurred for him by Government. 
This is justice. But there is need also for mercy, on 
behalf of the poor and distressed. Expediency also 
has its place ; because in conducting public affairs it 
is requisite so to act that the justice and mercy 
exercised shall be manifest to all. Then if we 
come to permanent works, such as roads or fortifica- 
tions, those ought to be paid for, not alone by the one 
generation which constructs them, but by the many 
generations which will have the benefit of them. I 
also maintain that since in this country Government 
is mainly in the hands of the affluent classes. Par- 
liament ought to lay taxation on these classes in a 
rather greater proportion than justice requires, that 
there may be no suspicion of a selfish use of power : 
though I am no friend generally to graduation, by 
which the affluent shall be formally required to pay 
in a greater proportion than the poor. Some persons 
again hold that men should pay, not sums of money 
equal in proportion to their means, but such sums as 
represent an " equal sacrifice " of comfort : but to 
this I object on the ground of injustice, because if 
fully carried out, it would take from one man the 
greater part of his overgrown income which he 
cannot enjoy, and would take almost nothing from 
the lowest classes. On the other hand, I have a 
scheme of graduation of my own which looks absurd 
because it is new, but which grows naturally out of 
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the principle that we ought to pay for Government 
as we do for bread and houses, according to the cost 
to the producer of the things we take. I hold that 
while all are interested in good government and 
regular administration, the affluent classes are 
peculiarly interested in certain redundancies, such as 
the ghtter and splendour of monarchy, and the main- 
tenance in affluence of the Royal family. Let those 
who are peculiarly interested in these innocent but 
superfluous expenses, bear the cost of them, by 
a special income-tax, or perhaps by a tax on houses 
of the higher class. I am aware that the prin- 
ciple once admitted, will carry us much farther, 
and will give rise to a demand on the part of the 
struggling middle classes for exemption from the 
education rates levied for the advantage of working 
people, often far better able to pay than are the poor 
claimants. I cheerfully accept this extension of the 
principle. 



Thirty years ago, the great struggle was for the 
appUcation of the principles of free-trade : the scien- 
tific party, backed by the obvious interests of Lanca- 
shire, carried the day ; and no one even desires to 
revert to protection. At that time there still pre- 
vailed the antiquated practice of giving advantages 
to colonies as against the rest of the world : now, 
differential duties on sugar and timber are things of 
the past. Nor do we think it necessary any longer 
to bolster up our vigorous and flourishing mercantile 
marine by taxing foreign vessels. We have out- 
grown the Navigation Laws, once in the opinion of 
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Adam Smith justifiable and profitable. All these 
changes are now generally accepted. It is a matter 
of regret however, that they were backed in some 
quarters by an argument which I explain elsewhere, 
that is certainly fallacious, and therefore sooner or 
later injurious. The mode of change also, was in 
some cases hasty and inconsiderate; and for the 
sake of greater cheapness in some superfluities, re- 
duced large populations to the worst distresses and 
corruptions of indigence. I hold that besides making 
most careful inquiries as to the probable effect of 
any change, a Gl-overnment ought to watch over the 
result when any tax is reduced ; and should be pre- 
pared at once to aid the local authorities in miti- 
gating the consequent pressure. 

The neglect of this duty grows out of a false 
reading of the maxim, laissez-faire, laissez-passer. It 
is quite true that it is inexpedient for a Government 
to intervene in the ordinary operations of manufac- 
tures and commerce. But when an interference has 
taken place by a long-continued system of import 
duties, and a population has grown up under shelter 
of that fiscal arrangement, the administration which 
withdraws the protection should do it with caution, 
and should exercise vigilance over the results. 
Laissez-faire by all means ; but having infringed the 
rule for centuries, do not retrace your steps in a 
day ; and when you do retrace them, do not plead 
the maxim laissez-faire, until a normal condition has 
been restored. 

The abuse of this maxim culminated in the match- 
tax proposed by Mr. Lowe : a tax which would have 
fallen fairly enough on all classes of consumers ; but 
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the indirect eflfect of which would have been distress 
to many manufacturers, and ruin to thousands of the 
most abject of the people. This was not lausez-faire^ 
but thoughtless and wanton interference. 



Men's opinions about taxation will be much 
coloured by their general views about the functions 
of Government. Those who hold to a paternal sys- 
tem, which intervenes in all the relations of life, will 
regard a heavy expenditure as inevitable, and will 
submit cheerfully to many inconveniences in order to 
raise the required revenue. But other persons re- 
gard pubhc administration as an evil ; and desiring 
to cut it down to the lowest limits, they rebel 
against all taxes but a few light and simple ones. In 
England, we have of late heard little of these ex- 
treme opinions ; but in the United States, the Tam- 
many Ring, the Brie frauds, and the vast and 
improvident outlay on the civil war, have warmed 
them into a new life. They have been strongly ex- 
pressed by Mr. Charles O'Conor, whom certain 
Democrats tried to bring forward as a candidate for 
the Presidency, against Grant and Greeley.^®' 

" Governmental intermeddling with those concerns 
of society, which under judicious laws might bene- 
ficially be left to individual action, is the only real 
evil actually developed in our (American) system." — 
" Four-fifths of the governmental intervention now 
practised in carrying on the affairs of society, should 
be discontinued." — " The power of borrowing money 
on public credit should be absolutely annulled." — 
The power of borrowing is " the very life-blood of 



62 TAXATION. CHAP. II. 

aristocratic rule," and renders war possible. — 
'^ Government being restrained within limits abso- 
lutely necessary, may be supported by moderate 
taxation," but that taxation should be "plain, 
visible, and palpable." — ** Deceitful and fraudulent 
methods which have been devised to draw money 
from the pockets of the people without their con- 
sciousness of the imposition, should be abohshed." 

Mr. 0' Conor I presume, would in 1861 have let 
the South leave the Union; a course which he 
would have found dangerous at the time to recom- 
mend to the North : and it is certain that without 
borrowing, the North could not have maintained 
the struggle on the scale necessary to crush the 
South by main force. 

Forty to fifty years ago, there was a school of 
this sort in England : men of ability and uprightness, 
seeing and exaggerating the corruption and weakness 
of our administration (corruption however, which 
was purity by the side of New York rottenness) loudly 
proclaimed that all government is an evil, and that 
it ought to be austerely cut down to its lowest 
dimensions. Since that time the tide has turned, 
and social reformers are constantly imploring the 
Premier to spend money in saving the people. Our 
ministries do in fact now interfere, at an expense of 
millions, with primary education, with the teaching 
of the fine arts, with local prisons and lunatic 
asylums and police; with sanitary arrangements, 
management of mines, and hours of factories : to 
the great benefit of the public and with little re- 
monstrance from the former friends of licentious 
freedom. It is true that some public men still 
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maintain that we might reduce our army and navy 
so as to cost 10 millions £ less than at present: 
but they overlook the fact that government is bound 
to provide not only security but also the sense of 
security ; and that the people at large would rather 
pay the 10 millions £ of taxes than live under a 
dread of invasion. 

But if we are to spend 70 miUions £ a year, it 
is vain to talk of abandoning custom duties and 
limiting ourselves to " plain, visible, palpable " taxes. 
So large a revenue cannot be raised conveniently 
without resorting as at present, to various sources 
of income. 

Whether taxes are best raised by custom duties 
and excise duties on commodities, or by direct taxes 
on income, on houses, and on superfluities such as 
carriages and horses, will be decided very much 
according to men's opinions as to the amount which 
Government ought to raise : the advocates of a 
liberal expenditure desiring to raise the national 
revenue in the mode least irritating to the tax- 
payers ; that is principally by indirect taxation : the 
parsimonious party desiring to raise that revenue 
in the mode most irritating; that is by direct col- 
lection jfrom each person. 

A similar question is that as to the time when the 
direct collection should be made. Mr. Gladstone 
more than once, on increasing the income-tax, 
decreed that all the addition should be made in the 
first half of the year (in one case Is. Id. the first 
half year, 5d the second). Mr. Lowe in 1870 levied 
a second income-tax to be paid at once, besides the 
one already due; and laid down the rule that all 
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direct taxes should be paid in one sum at the 
beginning of the year. Are these arrangements 
fair and considerate to the mass of the middle 
classes ? 

In my previous sections, certain taxes have come 
especially under our notice : such are those on tea, 
coffee, sugar, malt, spirits, tobacco (partly necessaries 
of life, partly superfluities) : also direct taxes, as 
those on stamps, on bequests and successions; 
besides the window-tax, the income-tax, and lastly 
the unfortunate match-tax. Whether coal ought to 
be subjected to an export-duty, is not so much a 
question of finance as of social and economic 
expediency. 

Many of these matters require much fuller con- 
sideration. 



XI. 

FULLER EXAMINATION OF THE PRINCIPLES OF 
JUSTICE, EXPEDIENCY, AND MERCY. 

TN discussing more elaborately the principles of 
-*- taxation, it is impossible to pass over the well- 
known dicta of a most eminent man. Adam Smith 
says : — ^®^ 

"I. The subjects of every state ought to con- 
tribute towards the support of the Government, as 
nearly as possible, in proportion to their respective 
abilities ; that is, in proportion to the revenue which 
they respectively enjoy under the protection of the 
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State. The expense of government to the in- 
dividuals of a great nation is like the expense of 
management to the joint tenants of a great estate, 
who are all obhged to contribute in proportion to 
their respective interests in the estate. 

" II. The tax which each individual is bound to 
pay ought to be certain and not arbitrary. The time 
of payment, the manner of payment, the quantity to 
be paid, ought all to be clear and plain to the con- 
tributor, and to every other person. Where it is 
otherwise, every person subject to the tax is put 
more or less in the power of the tax-gatherer, who 
can either aggravate the tax upon any obnoxious 
contributor, or extort, by the terror of such aggra- 
vation, some present or perquisite to himself. The 
imcertainty of taxation encourages the insolence and 
favours the corruption of an order of men who are 
naturally unpopular, even where they are neither 
insolent nor corrupt. The certainty of what each 
individual ought to pay is, in taxation, a matter of so 
great importance, that a very considerable degree of 
inequality, it appears, I believe, from the experience 
of all nations, is not near so great an evil as a very 
small degree of uncertainty. 

*' III. Every tax ought to be levied at the time or 
in the manner in which it is most likely to be con- 
venient to the contributor to pay it. A tax upon 
the rent of land or of houses, payable at the same 
term at which such rates are usually paid, is levied 
at the time when it is most likely to be convenient 
for the contributor to pay, or when he is most likely 
to have wherewithal to pay. Taxes upon such con- 
sumable goods as are articles of luxury, are all 
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finally paid by the consumer, and generally in a 
manner that is very convenient for him. He pays 
them by Uttle and Uttle, as he has occasion to buy 
the goods. As he is at hberty too either to buy or 
not to buy, as he pleases, it must be his own fault if 
he ever suffers any considerable inconvenience from 
such taxes. 

" IV. Every tax ought to be so contrived as both 
to take out and to keep out of the pockets of the 
people as little as possible, over and above what it 
brings into the public treasury of the State. A tax 
may either take out or keep out of the pockets of the 
people a great deal more than it brings into the 
public treasury, in the four following ways : — First, 
the levying of it may require a great number of 
oflBcers, whose salaries may eat up the greater part 
of the produce of the tax, and whose perquisites may 
impose another additional tax upon the people. 
Secondly, it may obstruct the industry of the people, 
and discourage them from applying to certain 
branches of business which might give maintenance 
and employment to great multitudes. While it 
obliges the people to pay, it may thus diminish, or 
perhaps destroy, some of the funds which might 
enable them more easily to do so. Thirdly, by the 
forfeitures and other penalties which those unfor- 
tunate individuals incur who attempt unsuccessfully 
to evade the tax, it may frequently ruin them, and 
thereby put an end to the benefit which the com- 
munity might have received from the employment of 
their capitals. An injudicious tax offers a great 
temptation to smuggling: but the penalties of 
smuggling must rise in proportion to the temptation. 
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The law, contrary to all the ordinary principles of 
justice, first creates the temptation, and then 
punishes those who yield to it; and it commonly 
enhances the punishment too in proportion to the 
very circumstance which ought certainly to alleviate 
it, the temptation to commit the crime. Fourthly, 
by subjecting the people to the frequent visits and 
the odious examination of the tax-gatherers, it may 
expose them to much unnecessary trouble, vexation, 
and oppression ; and though vexation is not, strictly 
speaking, expense, it is certainly equivalent to the 
expense at which every man would be wilUng to 
redeem himself from it. It is in some one or other 
of these four different ways that taxes are frequently 
so much more burdensome to the people than they 
are beneficial to the sovereign." 

Most persons hold the opinions set forth in these 
celebrated maxims. But one of the sentiments is 
singular on the part of so good, grave, and thought- 
ful a man : he speaks of those unfortunate individuals 
who try to evade a tax and who are ruined by failing 
in their attempt. In another place he sneers at per- 
sons who affect to have scruples about smuggling or 
consuming smuggled commodities. We may safely 
say that the teaching of practical morals is stricter 
than it was a century ago. We may also remark 
that Adam Smith gives no countenance to the doc- 
trine of punishment formulated by Paley : — that 
such penalties must be inflicted as will prevent the 
commission of crime ; that therefore it is right to 
hang a man for stealing a horse or a sheep out of a 
field, because no lighter punishment will raise up 
a fence suflBcient to protect that kind of property ; 
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that it is right to hang for filching 5s. from a shop, 
for the same reason. No ! says Adam Smith, the 
temptation to steal from a shop is great, and the 
punishment ought to be lightened for this reason. 
This just and humane sentiment has fortunately pre- 
vailed, and has purged our criminal code of its 
Draconian horrors. 

The Maxim II. cannot be disputed. We now 
leave no discretion to tax-collectors. Custom-house 
oflBcers and excisemen no doubt, still occasionally 
exercise some arbitrary and vexatious authority over 
merchants and manufacturers; but this is reduced 
to the lowest point, first, by the smallness of the 
number of articles subject to duties, and secondly, 
by the facilities given of making complaints through 
the newspapers and the Houses of Parliament. 
Traders and professional men indeed, groan under 
the uncertainties of Schedule D; and they will go 
on groaning until either the income-tax is abolished, 
or an improvement in ordinary moraUty exempts 
the assessors of the tax from the necessity of un- 
sleeping suspicion. Sometimes the tax seems fixed 
on us for this generation : it will take many 
generations to estabUsh a high standard of rectitude. 

The first Maxim is not so manifestly true as the 
others. To say that all of us are like the joint 
tenants of a great estate, is a good illustration, but 
nothing more. I have said before that it assumes 
the interest of all persons to be the same in 
kind ; whereas the relation of the labouring man 
to the nation is very different from that of the land- 
owner or the banker or the clergyman. Then again, 
if you take for taxes a tenth part of the Dorsetshire 
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labourer's wages, you deprive him of some of the 
necessaries of life ; if you take a tenth part of the 
stipend of the vicar with a family and £300 a year, 
you deprive him of some things which to the labourer 
may seem superfluities, but which are in fact indis- 
pensable to the position of the clergyman ; but if 
you take a tenth part from the milKonaire, you relieve 
him of superabundant wealth which only plagues 
him and enervates his children. What then is real 
'' equahty or inequality of taxation ? " 



Before I answer this question, I will mention 
another Maxim, suggested to me by an eminent 
writer on Statistics and Economics, Mr. J. T. Danson. 
I only take the notion from him ; the form and illus- 
trations are such as he would perhaps disavow. 
The Maxim is this : — ^A new Tax is more grievous 
than an old one. This is true, not only because we 
bear more easily a weight to which we are accus- 
tomed, but also because it is only gradually that a 
tax finds its permanent incidence. 

If a heavy house-tax were newly imposed,* young 
married couples would then put up with less than 
their intended accommodation, and families would 
postpone their intention to remove into more roomy 
houses : there would therefore be an increased demand 
for moderate and small houses, while the owners of 
large ones would have to accept reduced rents. 
One result then at first would be to injure the owners 
of large houses, and to benefit the owners of smaller 
ones. But more of the smaller ones would be built, 
and few of the larger kind, until as population grew, 
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houses and rents would gradually find their natural 
level. The tax, oppressive on certain landlords 
while it was new, would cease to be oppressive 
as it got older. 

Mr. Lowe's match-tax would have ruined many 
manufacturers, and would have driven to destitution 
and vice, to the workhouse and the gaol, hundreds 
or thousands of the lowest classes. But after a term, 
when the manufacturers had had their hearts broken, 
and the paupers and criminals had gone down to 
dishonoured graves, the trade would have resumed 
its natural condition; and but for the illicit pro- 
duction, which even alone would have perhaps com- 
pelled a change, the tax might have been innocent 
or even beneficial to later manufacturers. 

I repeat then, that a new tax is more grievous 
than an old one. 



I now return to the inquiry, what is " equality or 
inequahty of taxation ? " Some years ago, in a paper 
on the income-tax, ^^^^ I tried to answer this question; 
and now, after more than the nine years recom- 
mended to authors of more adventurous flight, I 
reproduce my argument. I apologized then, and 
matured age makes me still more disposed to 
apologize now, for recurring to the origin of Govern- 
ment and fictitious cases : but this arbitrary and 
inconclusive process is sometimes necessary; nor 
have I found any other mode of getting at the prin- 
ciples we want. We have no need in this case to 
appeal to the notion of a social compact, by which 
men voluntarily surrender a portion of original 
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liberty or licence, in exchange for protection from 
depredation at home and attack from abroad. 
Modem researches have shown that this fictitious 
scheme represents nothing that has existed : that in 
fact, in the beginning of things whether in Asia, 
Europe, or Africa, the only Government was that of 
the family, which gradually widened into that of the 
Gens, the tribe, and finally the community, repre- 
sented by monarch or commonwealth. But we have 
in modern colonization something which may serve 
our present purpose, without any considerable de- 
parture from actual facts. 

It requires but little imagination to conceive such 
a colony as that of Salt Lake (though without the 
licentious Mormon extravagances) before the con- 
struction of the Pacific railroad ; a colony planted in 
the wilderness, and for a time removed from the 
dominion of any power external to it; at liberty 
therefore, to construct its own Government. The 
first rude stage, that of Lynch law, having passed 
away, the settlers meet together to agree upon 
mutual arrangements for protection from the 
Indians without and depredations within. With 
the machinery agreed upon, with the organization of 
the militia and the police, with the congress and the 
governor, we are not concerned: what we want to 
know is the mode of levying the necessary taxes. 

How are a hundred thousand dollars to be raised 
annually ? Bach settler desires to know what share 
he will have to pay. First, there are two clearings 
side by side, of equal extent and fertility, and ex- 
posed in the same degree to Indian attacks and 
domestic injuries ; both the owners will be required 
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to pay the same shiare of the 100,000 dollars. A 
third clearing is as large as the other two taken 
together : it is similarly situated : it must be charged 
as much as the other two together. The owner of a 
fourth clearing feels himself more exposed than his 
neighbours, and asks for a double share of protec- 
tion : he must pay double taxes. The owner of a 
fifth clearing relies on his natural defences and his 
own right arm, and as he wants no protection he is 
excused from contributing. ^^^^ 

In all these cases there is one simple principle by 
which the demand upon each colonist is determined : 
everyone is taxed in proportion to the expense in- 
curred by Government in protecting him. Just as a 
man pays the storekeeper for the goods he buys, the 
lawyer for the advice he asks, the ploughman for the 
labour he hires, so he pays the Government for 
the protection he invokes. The amount the colonist 
pays is not fixed according to his wealth or poverty, 
nor according to the advantage he derives, which is 
much greater in the case of a weakly or timid man 
than in the case of a bold and vigorous man : it is 
fixed according to the cost incurred by Government 
on his behalf. This principle is not the one com- 
monly received : though we are told that a man pays 
for the protection he receives, we are not told that in 
paying taxes he reimburses the cost incurred on his 
behalf and in proportion to the amount of that cost. 



I do not pretend that the simple colonial life I 
have imagined is at all like the complex condition of 
an old country. Yet so far as protection is afibrded 
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by our Government against home violence or fraud 
and foreign aggression, it seems to me that the prin- 
ciple I have educed is applicable, and furnishes a 
solution of some difficult problems. When I am 
discussing the income-tax, I shall appeal to this prin- 
ciple in answering the question, whether temporary 
incomes ought to pay at the same rate as permanent 
incomes : I shall argue that so far as the produce of 
the tax is applied to the immediate protection of life 
and property, all incomes should pay the same 
because their defence costs the same; but that so far 
as the produce of the tax is applied to permanent 
improvements, it is unfair to tax temporary and per- 
petual incomes alike, unless the money for such 
improvements is borrowed and gradually repaid. 

My principle is, that each of us ought to pay taxes 
for the support of army, navy, police, law-courts, 
(all the means of maintaining order and justice) in 
proportion to the cost incurred on his behalf. This 
rule is really applied in certain cases. It is usual 
for a manager of a theatre to ask for pohcemen 
to attend performances and keep order; the police- 
men are sent, but the manager has to pay for them ; 
he reimburses their cost. In the case of a riot: if 
the disturbed place got the help of neighbouring 
poKce, it would be expected that the cost should 
be reimbursed. Quite lately during a sailors' strike 
at Southampton, London police were sent down : it 
was urged by one of the London newspapers that 
all costs ought to be reimbursed; and in fact, on 
the 3rd July 1872, there were presented to the 
Southampton Town Council, two bills for the cost of 
these policemen : the aggregate amount was £340 ; 
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and the steam packet companies, the parties prin- 
cipally interested, paid the greater part of the 
money J^^^ In Ireland, when any district is dis- 
turbed, and additional forces are sent to keep the 
peace, it is felt to be just that the peccant district 
should pay the cost. 



So much for the justice of the case. But I do 
not pretend that government can be carried on by 
considerations of justice only. Both expediency and 
mercy must have their place. Ireland is more 
lightly taxed than Great Britain. It is trne that 
as it is a poorer country, it has less wealth needing 
defence : but on the other hand, the Ribbonism, the 
Whiteboyism, the Fenianism, the Orangeism, the 
disaffection and the restlessness of the race, cause 
constant and great cost to the Government. What 
sort of garrison would be required in an Irish 
Birmingham? Such, I suppose, as is required in 
manufacturing Lyons, that is, a force of ten or 
twenty thousand soldiers. But the English Bir- 
mingham is kept in awe by a hundred men. Why 
then, do we not require Ireland to pay a special tax 
to reimburse the cost incurred ? We do not require 
it because we feel that it would be inexpedient to 
do so : it would be unwise to insist on our right. 
Justice yields to expediency. 



Then as to mercy. Take the example of the 
poor-laws. The relief administered by Guardians 
and Unions, goes almost entirely to the labouring 
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classes, or to the lowest of the middle class : justice 
therefore requires that nine- tenths of the middle 
class and all the upper class, should be exempt from 
paying poor-rates. We know that so far is this 
from being the case that most of the poor-rates are 
paid by these, the more affluent classes. This is not 
justice : it is mercy, and it is submitted to as a work 
of charity. Perhaps indeed if we took into account 
the whole revenue raised by taxation both general 
and local, we should find on analysis, that the 
classes which receive poor-law rehef do pay their 
fair share, even supposing that all the poor-rates 
ought to be paid by them : possibly, the large sums 
paid by the masses on beer, tea, sugar, tobacco, and 
other commodities, may keep the balance even. I 
only say perhaps this may be so : the truth may be 
quite different; it may turn out on investigation 
that the middle and upper classes pay more than 
their fair share. But however this may be, the pay- 
ment of poor-rates by the affluent may be defended 
on the ground, that the State is bound in all its 
measures to remember mercy as well as justice and 
expediency. 

The time may come, and I wish it might come soon, 
when we shall have a poor-law of another kind : a 
provision for the destitute of the middle and higher 
classes ; for those poor women especially, who are 
driven, in many cases by no fault of their own, to 
keep body and soul together by sewing night and 
day in a garret, and who pine away till death 
releases them, rather than herd among the bru- 
talities of a Union, or apply for relief to guardians 
and reUeving offlcers hardened by contact with fraud 
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and vice. I fear that day may be long in coming : 
for these, the poorest of women, have no means of 
forcing their claims on the world's attention; and 
our present poor-law did not spring out of Christian 
charity, but out of the fears for property, endangered 
by crowds of the hungry and destitute; out of 
the threats of banded mendicants ; out of sturdy 
beggary and rick-burnings. Still, the day may come 
when some great minister shall be found conscious 
of the duty of the State to listen to the suppressed 
groans of the thousands of educated and refined 
abjects, and shall propose a formal measure of relief. 
Whence ought to come the revenue for the purpose ? 
On whom should this new rate fall ? Justice will say 
that the working classes ought to pay none of it, be- 
cause it is not levied for their behoof: expediency 
will say that to tax the labouring man for the rehef 
of members of classes above him, would give rise to 
dangerous discontent : mercy will say that she has a 
just claim for this fiind on the affluent, or those 
abounding in superfluities, some of which may be 
given up by such persons, without any permanent 
diminution of their happiness. 



The basis of all taxation then, is this : that the 
statesman ought not to levy any tax inconsistent 
with justice, political expediency, or mercy. 

Some persons would go much further. They 
would disregard what I call justice: they do not 
deem governmental protection a thing to be bought 
as we buy commodities or private services. They 
raise a cry for " equal sacrifice." They do not pre- 
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tend that the rich man makes an equal sacrifice with 
the poor man when each of them pays sixpence for a 
loaf : the rich man would not miss a hundred six- 
pences, but it may be the destitute man's last 
coin. These economists regard a tax as something 
of a different nature, as something of the nature of 
a tribute extorted from the ratepayer. If a tax be 
indeed an exaction, and not a payment for protection, 
then let it by all means be taken from the rich, and 
let the poorer people go free : but if all just taxes 
are payments for services rendered by the Govern- 
ment, then justice requires those who receive the 
services to pay for them just as they pay for com- 
modities or private services : that is according to 
the cost to the Government, not according to the 
pecuniary means of the receiver. What the Govern- 
ment has to do is not to estimate the ability to pay 
in each class of society, and then to charge, £1 for a 
certain service to this man, 10s. to a second. Is. to a 
third : it is to demand the same from all, subject 
always to considerations of expediency and mercy. 
Let justice be the rule, expediency and mercy the 
exceptions. 

This "equal sacrifice" would lead logically to 
avowed graduation of taxes; it would take £50,000 
a year (half) from the possessor of £100,000 a year ; 
£3,000 (about a third) from the possessor of 
£10,000 a year; £200 (a fifth) from the possessor 
of £1,000 a year ; £50 (a tenth) from the possessor 
of £500 a year ; nothing from possessors of £100 a 
year or less. It may be said that to take half the 
income of the richest nobleman would be to require 
a great sacrifice from him: such a demand made 
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suddenly would no doubt give him great annoyance 
and trouble ; he might have to let a country seat or 
two which at present he keeps up but never visits ; 
he might have to play for half sovereigns instead of 
sovereigns ; he might have to give up the turf : but 
if this poor impoverished and straitened nobleman 
with only £50,000 a yeai*, had been brought up to 
this income, he would regard himself as rich; and 
therefore it is the change and not the heavy taxation 
which would distress him. It is one of the common- 
places of morals that a mortal with £50,000 a year 
has as good a chance of happiness as another with 
twice the income : and this would be more certainly 
true when all large incomes were cut down in the 
same proportion, and when therefore, £50,000 would 
be relatively as great as £100,000 now. 

What then, is to prevent us from adopting this 
graduation ? a system that would make the Marquis 
of Westminster not poorer in real enjoyment, and 
would relieve thousands of persons of a burden felt 
severely. I know only one answer: — the sense of 
justice, which requires each person himself to pay 
for what he receives, and according to the cost of 
what he receives; to pay for his bread, his children's 
education, his house, his^ government. 



I have mentioned children's education : it may be 
objected that we do now pay two-thirds of the cost 
of educating the working classes, requiring from the 
parents only a few pence a week for each child. I 
reply that we are moved to do this, by a sense, not 
of justice but of social and political expediency; by 
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our consciousness that it is for the highest good of 
the country, and perhaps is economical in the long 
run, to give all children the elements of instruc- 
tion even at a considerable cost to the nation. 
Mercy also, has its share in this arrangement. 

It may also be urged, that if everyone ought to 
pay the cost of the protection he receives, the 
labourer ought to pay as much as the duke in 
respect to the protection of his Hfe from violence. I 
accept the inference, and I acknowledge that a poll- 
tax, a charge of a sovereign or a crown a head, 
would be perfectly just. But at the same time such 
a tax would be highly inexpedient; because to say 
nothing of historical reasons, the collection of it 
would be most irritating and would make it to the 
last degree unpopular. 

Besides, our Government at present (both legisla- 
ture and executive) is in the hands of the rich ; and 
it is remarkable that at the time I am writing, the 
working classes who have a great majority of the 
votes at elections, have not sent one of their own 
class to Parliament. But a Grovemment of the rich 
should take especial care to levy no tax which bears 
hard or seems to bear hard upon the poor : such a 
Government should tax the rich rather more than 
the poor, leaning always to the side of mercy, and 
showing a willingness to make this return to the 
working classes for the confidence voluntarily given. 
This has in practice been the policy of the last fifty 
years. Since the Revolution of '89 startled all the 
old Governments of the world, showing them how in 
fact the people at large may for an instant combine 
and scatter to the winds all the authorities which 



80 TAXATION. CHAP. IT. 

have hitherto controlled them, two systems of 
management have been tried ; the one of repression, 
the other of conciliation. For half a century con- 
cihation has prevailed in Great Britain ; and we are 
now reaping, in the trust reposed in us, the just 
fruits of the tenderness exhibited. Let the rich who 
still govern (perhaps to an injurious extent) beware 
of exacting strict justice from those below them. 
Let them give expediency its share, and mercy a 
still larger share of their attention. 



xn. 

MY 8GHEME OF GBADUATIOK 

I HAVE repudiated the notions of "equal sacrifice" 
and ordinary graduation : I have said that though 
it may seem immediately advantageous to make the 
millionaire pay 2s. or 10s. in the £ while the moder- 
ately affluent pay half as much, and the struggling 
classes nothing, such a scheme if appHed to all taxes 
would be highly inexpedient because palpably unjust : 
as unjust as to charge the miUionaire 2s, for his 
quartern loaf, while the man of moderate means 
pays only Is. and the poor man nothing. But there 
is a kind of graduation which I believe to be just, 
expedient, and merciful. I have already proposed 
it in another essay.^^^' 

The fundamental principle of taxation, is that each 
man ought to repay the Government the money laid 
out in protecting and benefiting him. Now according 
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to our present practice, we assume that everyone 
is, in proportion to his income, equally responsible 
for all public outlay. This assumption seems to me 
untrue. The expenses of administration may be 
divided into various categories, of which I give a 
few, but as examples only. 

1. Expenses equally necessary for all: — the 
maintenance of Army, Navy, Courts of Justice, 
the Judges, the New Palace of Westminster, 
Ministers and oflBcers of the Houses of Lords and 
of Commons, Police, Municipal Corporations, streets 
and roads, inspectors of mines, of factories, of 
prisons, and of lunatic asylums. 

2. The annual interest of the National Debt 
formerly swallowed up three-fifths of the revenue 
(32 millions £ out of 54), and now swallows up 
more than a third (26 millions £ out of 70, including 
the sinking fund in annuities). Some persons dev 
nounce this debt as a folly or an iniquity, and 
declare that the aristocracy and millionaires ought 
to pay the interest, since they were the predominant 
power when it was contracted. Others, like Mr. 
O'Conor whom I have already quoted, deny the 
right of any government to contract debt. Sober- 
minded thinkers, on the other hand, while they look 
with envy at Sweden and Prussia which have escaped 
this modern incubus, feel that to take away from 
government the power of occasionally borrowing, 
would be to deprive it of the means of rapid and 
vigorous action on unforeseen emergencies ; and that 
to haggle about paying the interest would only have 
the effect of damaging our reputation; and would 
therefore raise the future borrowing rates, now the 

G 
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lowest in the world because for two centuries our 
Treasury has never failed in its engagements, not- 
withstanding seditions and mutinies, wars and revo- 
lutions. I put this interest therefore, as one of the 
expenses necessary for all. 

3. Ornamental and partly superfluous : — the 
maintenance of royalty, of the British Museum, of 
the National and Portrait Galleries. 

The support of the Queen's family I can scarcely 
put under this head without explanation; because 
so long as we have a monarchy, the family of the 
sovereign are entitled to a decent splendour; and 
we give them no more. On the principle however, 
that our plutocracy ought in mercy and in ex- 
pediency to assume something more than its share of 
taxation, I would put all monarchical expenses under 
the head of the ornamental and partly superfluous. 

4. Necessary, but not apphed to the benefit of 
all classes : — the 7 milhons £ of poor-rates, and 
the 1 to 2 millions £ laid out by the Treasury on 
elementary education. The upper classes and the 
richer middle classes share none of the advantages 
of either of these expenses. 

I hold that the expenses represented by the first 
and second categories ought to be borne equally by 
all classes : those, of the third categary by the richer 
classes only : those of the fourth category by the 
working classes and the lower middle class. 



Is it possible in practice to make such distinc- 
tions ? Perfectly possible I think, and not even 
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very diflBcult. As regards ornamental and partly 
superfluous expenditure, this must be met by a 
special tax on persons having incomes above a cer- 
tain amount. In practice, the tax (except under 
Schedule D) might be imposed on all, leaving an 
appeal for exemption to those whose income from all 
sources was under the specified amount; just as at 
present persons having less than £100 a year have 
to appeal. This process however, is complex and 
troublesome as will be seen in a note of a previous 
volumeJ^^' Perhaps it might be found practicable to 
levy a sufl&cient amount by a tax on all houses above 
a certain rent, with additions to the assessed taxes 
(now licences) on carriages, horses, menservants, 
and armorial bearings. It is some consolation in 
paying thus, that a great part of the satisfaction 
derived from these marks of wealth, arises from the 
gratification of vanity, and that the dearer the marks 
the more is the possessor gratified. If the tax on 
a footman were £50 a vear, four footmen would 
confer as much splendour as six confer now. 

A special fund might be raised from the working 
classes, by taxing unequally the foreign and excisable 
articles they consume. It may be that we do this 
already unwittingly ; but it is impossible to anyone 
but a member of the administration to get the infor- 
mation necessary to determine whether this is so. 
Ten years ago I made an attempt to do it, but I 
never published it because it was merely conjectural; 
and I give it now only as an illustration of what I 
mean. 

Conjectural estimate of taxes paid at one period 
by the lower classes and by those above the lower: — 
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CUSTOMS. 

Tea, CofPee, Cocoa . 
Com, Fruit, Eggs . 

Rum 

Brandy and Geneva. 

Sugar 

Tobacco 

Wine 

Sundries . . . . 



Total. 
6 mU. £ 
1 



1 

4 

. 6 

. 6 

. 1 

. 1 

23J 
EXCISE. 

Spirits 10 

Malt and Hops . . . 7| 
Sundries 3 

20i 

STAMPS 8} 

TAXES (Assessed) . . 3 
INCOME-TAX ... 11 
LOCAL TAXATION . 16 

38J 



Upper 

Classes. 

1 



i 

4 
1. 
4 
1 
2 



■ • 



• • 



• • 



2 
1 



i 

2 

1 
1 

2 

i" 

8 

3 
lOi 
14 



35^ 



RECAPITULATION. 

Upper 



Total. 

Customs 23| 

Excise 20| 

Stamps 8^ 

Taxes 3 

Income-Tax . . . .11 
Local Taxation ... 16 

82i 



Classes. 

4 

8 

3 
lOi 
14 

46 



Lower 

Classes. 

5 

8. 
4 

If 



4 
5 





2 
1. 
4 



1 



17 



9 
1 



6i 



161 



1 

4 




2 

2 

"21 

Lower 
Classes. 

17 

161 

1 

4 







1 

2 



36i 



I repeat that this estimate is conjectural, and is 
given merely as an illustration of what is wanted. 

To judge of the fairness of the partition of taxa- 
tion (supposing the estimate were correct), we must 
know what are the aggregate incomes of all the 
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upper and middle classes, and of all the lower 
classes. At present we are left to conjecture; 
which at one time called those of the upper classes 
350 milHons £, and those of the lower 200, while 
other statisticians raised the 200 to 250 or even 300 
(to say nothing of another estimate a few years later 
rising to 350 millions £). 

On the first estimate, when the total national 
expenditure general and local was 82 millions, the 
upper and middle classes ought to pay 52 and 
the lower 30, that is, 

the upper and middle 6 more, and the lower 6 less 
than they did. 

On the second estimate, only 2 more, and 2 less. 
On the third estimate, 2 less, and 2 more. 

According to two of these calculations, as they 
stand, the lower classes might have some ground of 
complaint. If their aggregate wages were only 200 
millions £, or four-elevenths of the whole income of 
the nation, they paid 6 millions £ too much ; if the 
wages were 250 millions or five-twelfths of the whole 
income, they paid only two millions too much; and 
if the wages were 300 milhons £ or six-thirteenths 
of the whole income, they paid 2 millions £ too little. 
Taking the medium estimate of wages (250 milhons 
£) the rich governing classes had charged themselves 
two millions too little. In this particular year how- 
ever, the income-tax produced 11 millions £, and 
this may at first sight be thouglit exceptionally large : 
but in fact from the time when our expenditure rose to 
60 or 70 millions £, until 1861, the average income- 
tax was 11 milhons £, and will possibly not be less 
hereafter, taking years of war into account. 
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So far then, assuming for the salce of argument^ 
that these estimates are approximately correct, the 
working classes g,ppear to have been fairly treated. 
But if indeed these estimates are approximately 
correct, another consideration will compel us to say 
that the working classes have been treated more 
than fairly, and even with much generosity. I have 
put down the revenue at eighty-two millions, and the 
expenditure, including something for reduction of the 
national debt, at the same. Now of this sum of 
eighty-two millions, the part apphed to the benefit 
of the working classes alone in poor-relief and 
education, was perhaps eight millions. But con- 
sidering justice only, the middle and upper classes 
ought to pay none of this. It is exactly as if a 
middle-class poor-law were estabUshed for the des- 
titute widows and children whose parents had lived 
in houses from £20 a year and upwards. I have 
already expressed my opinion that this is one of 
the great wants of this country. But if a million 
or two millions were so employed, on whom ought 
the necessary tax to fall? Not on the working 
classes, but on the middle classes, for whom the 
money was raised. The middle classes ought to 
reimburse to the Government the million or two 
laid out upon them. It would be unjust to tax the 
poor man's beer or the poor woman's tea to raise 
such a fund. In the same way, mere justice requires 
the working classes to raise the money expended 
under the poor-law. The richer classes, who govern 
the country, may think it expedient and merciful 
for themselves and their friends to bear the burden 
of this large taxation ; but if so, then they should 
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have the credit of their pohtical wisdom and 
Christian charity. 

Taking seven millions as the cost of poor-law 
and education (it is now nine or ten) the middle 
and upper classes paid, according to my estimates, 
four or eight or twelve millions a year more than 
justice required. 

I again say that I have not myself any faith in 
these estimates : I only give them as illustrating the 
form which our inquiries should take. 



If after thorough investigation it should be proved 
that the working classes do really pay many millions 
less than they cost the Government, then there 
is an end of the difficulty about paying for 
the splendours of the Court and the dowries of 
Princes : for the governing classes have a right to 
spend in this way half a million or a million of the 
money they themselves raise. Yet it would still be 
expedient that the fund should be kept 'apart from 
the ordinary national revenues. The house-tax for 
instance, levied suppose on all dwellings above £50 
a year, might be appropriated for this and similar 
purposes. 

We may better understand the practical question 
by looking at the figures. 

The present house-tax is 9d. in the £, reduced 
in the case of retail shops to 6d. 

But assuming the higher rates of Is. and 8d., and 
taking the year 1871 as our guide, the yield would 
be as follows : — 
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On the £20 houses at about £1 a year . . £92,927 

„ £20 to £30 „ £1 6s. „ 259,621 

„ £30 to £60 „ £2 „ 522,636 

„ £50 to £100 „ £3 15s. „ 609,555 

On houses above £100 238,102 



Total at Is. with shops at 8d. ... £1,722,641 

(about equal to Id. in the £ of income-tax). 
If we exempted all houses up to £30, that would cut 

off one-fifth. 

„ „ „ £50 half. 

„ ,, „ £100 six-sevenths. 

That is, if for a special purpose, a tax of Is. in the 
£ were laid on all houses at £100 and upwards, the 
produce would be under a quarter of a milHon £. 



Such are the inferences which I draw from the 
application to taxation of the three principles of 
justice, poUtical expediency, and mercy : of justice, 
according to which all men should pay the cost of 
the protection and other benefits they receive from 
Government : of expediency, according to which the 
rich governing classes should take on themselves a 
disproportionate share of the burden of taxation : 
of mercy, according to which the struggling middle 
classes, the poor professional men, and the widows 
and- daughters of educated parents, should enjoy 
such exemptions and should receive such assistance 
as they cannot command by any political weight 
they possess. 
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XIII. 

LIBEGT AND INDIRECT TAXATION, 
FEW TAXES OR MANY, 

IN the last Section I have explained the general 
principles on which, as I conceive, taxation 
should be founded. I will now examine certain 
questions which of late years have been subjected to 
much discussion. 

First; is it better to raise the public income by- 
direct or indirect taxes : that is, by income-tax, 
house-duty, and hcenses, or by customs and excise- 
duties ? I have mentioned this que.stion in a previous 
Section, and I will now discuss it more fully. 

The proposal to raise aU the national revenue by 
direct taxation, is nothmg new. In the earlier years 
of the French Revolution, the Marquis de Condorcet, 
as the especial disciple of the eminent Turgot, urged 
by speeches and writings "the abolition of all indirect 
imposts."*^^' These two distinguished men however, 
had in favour of this proposal a reason which cannot 
be generally adduced. They belonged to the party 
of the Economistes^^^^^ and held the opinion, more 
lately supported by Dr. Chalmers, that all taxes 
ultimately fall on rent ; that is on the rent of land, 
streams, and mines, and all kinds of realty. It is 
not incumbent on me to examine this strange theory : 
if it were, I might ask how our eighty or ninety 
millions of general and local taxes could be taken 
from rents which, as we know, do not exceed fifty 



90 TAXATION. CHAP. II. 

millions; and if it were replied that the rents 
would rise to 120 or 130 millions if all the pre- 
sent taxes were abolished and a tax on rent 
were substituted, we should require clear proof 
of so startling an assertion. But baseless as this 
tenet of the Economistes may be, it was sincerely 
believed in by that school ; and furnished an ample 
justification of their proposal to abolish all taxes on 
commodities, and to substitute one tax, that on rent. 
As however, we do not hold the tenet, we cannot 
cite the authority of Turgot and Condorcet in favour 
of abolishing all indirect taxation. 

Such a change would be in contradiction to part of 
Adam Smith's third maxim : — ^^^' " Every tax ought 
to be levied at the time or in the manner in which it 
is most likely to be convenient for the contributor to 

pay it Taxes upon such consumable 

goods as are articles of luxury, are all finally paid 
by the consumer, and generally in a manner that is 
very convenient for him. He pays them by little 
and little, as he has occasion to buy the goods. As 
he is at liberty too either to buy or not buy, as he 
pleases, it must be his own fault if he ever suffers 
any considerable inconveniency from such taxes.'* 



How then, did it happen that practical men, such 
as the late Mr. Cobden and others of the Manchester 
School, supported proposals to substitute direct 
taxation for indirect as far as possible. Did they 
not see that the change would cause boundless 
irritation among the people, and that in the end it 
would be impossible to collect our present large 
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revenue? I reply that Mr. Cobden saw this with 
perfect clearness. Nor was he the man to be in- 
different to the annoyances that would be inflicted 
on his neighbours. But he did not desire that our 
revenue should continue at its present magnitude : 
on the contrary, he desired that it should be greatly 
reduced ; because he held that our expenditure was 
too great by ten millions, and he saw that there was 
no hope of reducing this except by a reduction of 
our income. Much therefore as he deprecated the 
infliction on anyone of unnecessary pain, he was 
willing to annoy and irritate the taxpayers in order 
to goad them into a united cry for national frugality. 
So consistent was he in this policy, that he was 
found joining the country gentlemen in urging the 
repeal of the malt-tax.*^^' 

It is curious to compare these views with those of 
Adam Smith's on another side of the same question. 
Smith was no silken optimist: he was loud in his 
denunciations of the injustice of the world, of the 
greed of landlords who love to reap where they have 
not sown : his sympathies were on the side of the 
burdened tax-payers. But he was free from sickly 
sentimentahty ; he knew that government was 
better than anarchy; and even on the solemn and 
terrific subject of war, he declared that people who 
could neither defend nor avenge themselves were 
unworthy to be called men. He treated of war 
therefore, as of a scourge that was inevitable.*^** 

He says that most modern Governments spend 
the whole of their revenue in times of peace ; and 
if he had written a century later, he would have 
added that most modern Governments spend more 



92 TAXATION. CHAP. II. 

than their revenue in times of peace. When war 
breaks out, he goes on, they are at fault as to the 
means of suddenly increasing their revenue ; and 
they are in fear of causing a national disgust 
at the war if they add to the taxes. They 
therefore borrow what they want; and the facility 
of doing this "delivers them from the embarrass- 
ment which this fear and inability would otherwise 
occasion." War, he says, is an interesting game to 
the spectators : — " the people who hve in the capital, 
and in the provinces remote from the scene of 
action, feel, many of them, scarce any inconveniency 
from the war, but enjoy at their ease the amusement 
of reading in the newspapers the exploits of their 
own fleets and armies. To them this amusement 
compensates the small difference between the taxes 
which they pay on account of the war and those 
which they had been accustomed to pay in times of 
peace. They are commonly dissatisfied with the 
return of peace, which puts an end to this amuse- 
ment, and to a thousand visionary hopes of conquest 
and national glory, from a longer continuance of the 
war." Afterwards comes the crapulousness of the 
debauch : the loans contracted during the campaigns 
require taxes to furnish the interest, to say nothing 
of a sinking-fund for repayment of the principal. 
If however, Adam Smith had witnessed the years 
1793 to 1815, he would have learnt that a peace may 
be ardently desired and tumultuously welcomed. 

Many upright and benevolent persons, painfully 
impressed with the evils following this facility of 
borrowing, have convinced themselves that the prac- 
tice of making loans is vicious and ought to be 
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abolished : some of them even deny the right of a 
Government to burden posterity, and maintain that 
as our national debt was contracted without our 
consent, we are not bound to pay the principal or 
interest. 



Adam Smith then, speaks without asperity of the 
practice of borrowing for carrying on war ; a practice 
adopted in order to avoid the disgust that would 
follow additional taxation. In another passage which 
I have quoted in this Section, he gives a preference 
to indirect taxes, especially those on superfluities 
(luxuries) ; on the ground that they are paid Uttle 
by little, and may be recouped by means of a 
diminished expenditure. 

Mr. Cobden, representing the Manchester School, 
was less indulgent to the astuteness of governments, 
in resorting to war loans and to taxes on commo- 
dities. He regarded as iniquitous the present scale 
of our expenditure, exceeding by at least 15 millions 
£ that of a quarter of a century ago : he therefore 
agitated for direct taxation, that the people might 
feel and clearly perceive how their comforts are 
curtailed by keeping up vast fleets and arnries. 



Yet the experience of thirty years has given another 
proof of the uncertainty of financial prognostics. In 
1842, the income-tax was imposed by Sir Robert 
Peel : it produced on an average of ten years during 
and after the Crimean war, 11 millions £, and has 
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taken the place of various indirect custom and excise 
duties ; enabling us to get our glass for a quarter of 
what we paid before, our tea for two-thirds or three- 
fourths of what we paid before, and our building 
materials at reduced prices. The income-tax has 
caused the desired annoyance and irritation, as shown 
by the frequent treatises and controversies on the 
mode of levying it, and by the agitation for remitting 
it. But the expected result has not followed : the 
national expenditure has not been reduced, but on 
the contrary has greatly risen; having been about 
56 millions £ during the twelve years from 1842 to 
1863 (including the cost of collection), and now being 
steady at about 70 millions £, without taking into 
account the great reduction on the interest of the 
debt, a saving spent annually by the government. 

How is it that political auguries have proved so 
apparently false and ridiculous ? Mr. Gladstone 
will tell us.^^^ In the year 1868, after condemning 
the income-tax as doing " more than any other tax 
to demorahze and corrupt the people," he went on 
to say that " So long as you consent, without a 
special purpose, to levy the income-tax as part of 
the ordinary and permanent revenue of the country, 
so loiig it will be vain to talk of economy and 
effective reduction of expenditure. It is a source 
so productive, an engine so convenient, — it is so 
easy to lay on a Id. or 2d. at a time; it is 
so easy* to come down to the House like my right 
honourable friend (Sir G. C. Lewis) and show that 
the difference between £2. Is. 8d. and £2. 18s. 4d. 
is, after all, so very contemptible a sum that we need 
make no difficulty about paying it, — that so long as 
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you have the income-tax a part of your ordinary 
revenue, you need not think of effective and extensive 
economy." 

Even at an earlier period (in 1848) it had been 
noticed that the income-tax, *^^^ "instead of being a 
temporary staff, which might be thrown aside when 
it had served its turn, had become a permanent and 
necessary support, upon which it was evident that 
we should have still to lean, and to lean more 
strongly than ever." It was added that every one 
must answer for himself the fundamental question, 
whether the consciousness that such a support was 
available, had not given undue encouragement to 
excess of expenditure. 

Before 1842 then, it was maintained, as it is still 
maintained, that the substitution of direct taxation 
for indirect, must lead to wholesome irritation and 
enforced frugality. But it is under the pressure 
and irritation of the greatest of direct taxes, that 
our current expenditure (excluding the inevitable 
interest on debt) has nearly doubled : that the cost 
of army and navy has risen from 16 milUons £ to 
25 millions £, and this in a time of peace. Nor can 
it be said that this concurrence is merely accidental : 
Mr. Gladstone expresses an obvious truth when he 
tells us that so convenient and productive a means 
of revenue, is an invitation to profusion. 



We see then by the example of the income-tax, 
that direct taxation does not of necessity reduce the 
expenditure of Government. But is it absolutely 
requisite that our present expenditure should be 
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reduced? That aU taxation is an evil, and should 
be lowered as much as possible, is certainly true; 
just as it is true that to have to pay for our bread 
and clothes is an evil, and that it is desirable to get 
these at the lowest price possible. But it is also 
true that Government however dear is better than 
anarchy, just as to buy a quartern loaf even at 2s. is 
better than starvation. 

Now, when gentlemen of the Manchester School 
say that the annual estimates ought to be lessened 
from 70 millions £ to 60, what they really mean is 
that the cost of the army and navy ought to be 
lessened from 25 millions £ to 15. These politicians 
seem to believe that if we only persist in our pacific 
policy, we shall enjoy the charming ease and security 
of the hermit in his cell, " the world forgetting by 
the world forgot." They do not reflect that while 
we withdraw from intrigues and negotiations in the 
Courts of Europe, our trading and passenger vessels 
cover the seas, and our big and burly men thrust 
themselves into every comer of the world, multiply- 
ing in Canada, seizing and holding the continent of 
Australia, conquering and civilizing a fifth part of 
the world's population in Asia. And France that 
we have outstripped, Germany that we overshadow, 
Russia that we thwart in Europe and bid to hold 
back in the East, are to calmly look on without 
envy, and bid us God speed I 

Besides ; how preposterous it is to suppose that 
the peaceable inhabitants of these rich British islands 
are willing to run the risk of invasion and pillage, 
in order that the malt-tax may be repealed, or the 
income-tax may be reduced! Looking at Alsace 
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and Lorraine torn from France, at the other pro- 
vinces requisitioned, ravaged, and desolated, at Paris 
bombarded and famished into a capitulation, they 
will tolerate no policy that exposes us to the caprice 
and avidity of military and naval oppressors. Busy 
men call for protection in the pursuit of their affairs ; 
the timid and the impotent demand such public force 
as will assure their personal safety; all claim the 
first great benefit of government, the sense of 
security. 

The public laugh at the proposal of an amiable 
enthusiast ^^^' who reiterates the stale cry, that the 
army and navy should be reduced by 10 millions £, 
and adds an imbecility of his own, that five of these 
might be wisely applied to the promotion of elemen- 
tary education. Will schools and teachers abate the 
jealousy of our rivals, drive hostile fleets from our 
shores, fortify our ports, train our forces, give 
science and solidity to the warhke qualities of the 
nation? A minister who dared to submit such a 
policy to Parhament, would be scouted from his 
post; and a private member, however minute his 
influence, should make no proposals which would be 
absurd in a minister's mouth. 

If I were a Frenchman, oppressed by the night- 
mare of German reprisals and tyranny, I think I 
should join in a cry for dismantling the navy of my 
country and reducing its army by one half. France 
has experienced the bitterest woes of invasion and 
conquest : she has been robbed of her provinces and 
her treasures have been ransacked. For the present 
no nation feels jealous of her, and all the world 
would cry shame on anyone that oppressed her 

H 
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fiirtlier. She would be safe unarmed. A saving of 
ten or twenty millions a year would enable her to 
pay off in a few years, the amazing debt she has 
incurred to ransom herself from her enemies. Then 
would come the day of her just demands for re- 
paration, when death has snatched from Germany 
the men who have given her unity; when there 
comes an end of that strange conjunction of king, 
minister, and general, each in his sphere precisely 
fitted for his task. A truly patriotic Frenchman 
might demand present frugaHty and even parsimony 
in warlike outlay; not with the intention (God 
forbid!) of tamely sitting down unavenged, but 
with the resolution to wait and work and watch 
for better days. 

If Great Britain should ever see such evil days 
let her too cut down her forces and bide her time. 
For the present, let her study be to ward off those 
calamities, and not offer herself as a prey to the 
spoiler. 

Twenty years ago our expenditure was far less 
than it is at present : why not return to the lower 
standard ? 

My answer is given in a previous Section, where I 
show that the European powers generally, as they 
have recovered from the devastation and exhaustion 
caused by the wars with the first Napoleon, have 
launched out into an ever growing national outlay : 
that while our taxation augmented by one-third, that 
of France augmented by three-fourths, that of 
Holland doubled, that of Austria nearly trebled, 
that of Russia more than quadrupled. Or, in 
figures :— 
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PER 
CENT. 



While English Taxes grew in the proportion of 100 to 133 or 33 
French Taxes grew from .... 100 to 176 or 76 
Dutch „ „ .... 100 to 194 or 94 

Austrian „ „ .... 100 to 288 or 188 

Bnssian „ „ .... 100 to 446 or 346 

Prussia does not appear in this table. Her govern- 
ment, since the time of Frederick the Great, has been 
remarkable for its frugality: yet if we take the current 
expenditure only (excluding interest on debt, an 
inevitable claim), and if we make due allowance for 
the higher standard of ordinary expenditure in Great 
Britain, we shall find little difference between the 
cost of governing the one country and the other; 
besides that the Prussian citizen pays the tax of 
blood, in being compelled to train and serve against 
the enemy. 

• Let us then look at the argument of the Man- 
chester School : — direct taxation is irritating, and is 
so far undesirable as it gives pain ; but this par- 
ticular pain is wholesome, because it goads the 
taxpayers to clamour for a reduction of our warlike 
armaments : in order to reduce the cost of these by 
ten millions £ it is worth while to harass the elec- 
tors by the visits of the tax-gatherer. 

I have given my reasons for believing that our 
army and navy cannot be safely reduced ; and I am 
persuaded that the busy and the idle, the bold and 
the timid, the philosopher and the butterfly, concur 
in the opinion that we are .bound at whatever cost to 
guarantee the safety of our shores and of our com- 
merce, to protect ourselves against such a military 
inundation as overwhelmed France, and to uphold 
the security and dignity of the country. 
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But could we make use of this irritation as a tool 
to cut down other kinds of expenditure ? The ad- 
ministration at present undertakes many duties 
which were formerly thought not to be within its 
competency. It is remarkable that the same poh- 
tical party which clamours for reduction of taxation, 
also calls lustily on the Government to incur new 
expenditure in acting the part of a human provi- 
dence : or perhaps it would be more correct to say 
that in the same Democratic party, one wing cries 
out for parsimony, the other for social amehorations ; 
for providing houses and homesteads outside the 
towns, for supplying lands "for the common good," 
for reducing the hours of work to eight, for insti- 
tuting schools both elementary and scientific, for 
obtaining " places of public recreation, knowledge, 
and refinement, organized as parts of the pubhc 
service, for offering in public markets goods of the 
best quality, in retail quantities but at wholesale 
prices," and generally, for " a great extension of the 
organization of the pubUc service on the model of 
the Post Office." 

The old Benthamite doctrine of a generation back, 
that all Government is an evil, that private eflfort 
performs nearly every function better than public 
authority, and that national administration ought to 
be kept within the narrowest limits : all this doctrine 
has fallen out of fashion, and a moderated socialism 
is taking its place. I wilj not deny that this change 
of opinion may prove to be advantageous : it may 
turn out that Government is capable of performing 
beneficially many duties besides those of protection 
of the innocent and repression of criminals. If 
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enthusiasts will but moderate their zeal, and give 
leisure for trying something less than a hundred 
schemes at a time, experience may teach us in- 
valuable lessons. 

But however this may be, it is vain to cry out for 
reduction of expenditure, and in the same breath 
demand a more active and widespread interference. 
Our Budget has even been growing of late, but let 
us see in what particulars.*^^ Our National Debt 
is about 800 milhonS'£, and the interest is about 
24 millions £, to which must be added the cost of 
management, making altogether less than 25 mil- 
lions £ : in 1866-7 we paid 26 miUions £, or more 
than a miUion £ for a sinking fund in terminable 
annuities : we now pay a milUon more. Does this 
reduction of debt seem too much, when we remember 
that the United States have paid off 100 milUons £ 
since the peace of 1866, or 17 millions £ a year ? In 
1866-7 our vote for education was under three- 
quarters of a million £; it is now nearly two 
miUions. Add nearly a million for abolition of 
purchase of commissions in the army. There is 
further a nominal increase of a million under the 
head of the Post Office; which means a great in- 
crease of business, the additional milUon of cost 
being for the most part recouped by stamps and 
other charges on the senders of letters and of 
telegraphic messages. 

That wing of the democratic party which shouts 
for retrenchment, will not propose to effect it by 
lessening our poor, timid sinking fund ; or by re- 
ducing our aid to education. The old cry must be 
kept up : — " no standing armies ; no bloated navies ! 
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The Frencli, the Germans, the Kussians, will not 
attack us, if we only let them alone and act justly 
and in a Christian spirit of meekness !'* 

It is curious to note how this whisper of peace at 
any price, dies away in the presence of danger. 
Franklin relates with glee, how, before the Ameri- 
can Revolution, supplies were obtained from the 
Assembly of Pennsylvania. The Quakers were pre- 
dominant there, and could not conscientiously vote 
munitions of war: on the other hand they found 
that the Red Indian spared neither women nor the 
peace-loving members of the Society of Friends. So 
when the Governor asked for gunpowder, the 
Assembly voted money to buy grain ; when he asked 
for cannon he was permitted to buy fire-engines. 
The grain and the fire-engines made havoc among 
the Indians, and there were no complaints in the 
Assembly. In the late civil war, the same incon- 
sistency was seen. The Quakers of the North shared 
that admirable patriotism which refused to see the 
great RepubHc cut in two : the young men of 
the sect cast aside the fundamental principle 
of their fathers : they went beyond the tradition of 
their grandfathers in buying grain and fire-engines ; 
they themselves threw ofi* their Quaker drab and 
Quaker attitude, and enlisted by thousands as men 
given up 'Ho shoot and be shot at." Those who 
returned, no doubt sent back their benches to 
the meeting-house and were received as penitent 
Christians. 

All this talk about cutting down army and navy, 
is not even so respectable as midsummer madness : 
it is froth and silliness. 
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Direct taxation then, cannot be defended on tliese 
grounds : it is not in fact desirable to irritate men 
into impatience of taxation. We should be irrational 
to stop short in our career of social improvement, to 
resume our old practice of abandoning everything 
to hazard: to leave factories and mines and emi- 
grant ships uninspected, to give up education again 
to private enterprize ; to cease to foster science and 
art, and to limit government to the functions of 
poUcemen. We cannot reduce our moderate military- 
forces, we cannot lay up our ships of war, until we 
really retire from the great world, surrender our 
colonies, narrow our commerce, forego emigration, 
abdicate our wonderful position among the nations, 
and surrender ourselves to repose or lethargy. Short 
of this, no pacific policy will abate the envy of our 
neighbours, or ward off their attacks. They now de- 
test us ; when they despise us as well, our ruin is cer- 
tain. Large expenditure and heavy taxation are 
therefore inevitable : taxation heavy in amount, but 
when compared with that of our fathers, light indeed. 

Nor will the pubUc be content to live in fear of 
disorder at home and invasion from abroad, in order 
to get their beer cheaper, and to escape the visits of 
the tax-gatherer. A sense of security is one of the 
great blessings of good government, and without it 
peace of mind is impossible. But where would be 
our sense of security, where our peace of mind, if on 
the one hand the people at large were oppressed by 
capitaHsts, in the absence of legal limitations on 
hours of labour, and on the other our coasts were 
exposed undefended to the capricious attacks of the 
envious and the ambitious. 



104 TAXATION. CHAP. III. 

And if the contrary were true, experience has 
proved that direct taxation, even in its most 
oflfensive form, fails to lessen our expenditure. We 
have tried the income-tax for thirty years, and 
it is under that tax that our budgets have grown 
from 55 millions £ to 70. Nay, it is stated by 
the best judges, and conceded by most, that this 
impost, however odious, is by its simphcity and its 
facihty of increase a main cause of enlarged expen- 
diture. Direct taxation therefore, though it does 
irritate the people, does not of necessity engender 
national frugality. 



CHAPTER III.— THE INCOME-TAX. 



XIV. 



SKETCH OF THE TAX FORMERLY IN ENGLAND AND 

FRANCE. 

IN the last Section, the income-tax has often been 
mentioned as the greatest of the direct taxes. It 
is odious to those who have to pay it, while to 
Cabinets and Chancellors of the Exchequer, its sim- 
phcity and productiveness lend it a charm they 
cannot resist. It is especially hateful to traders and 
professional men, because it requires them to give an 
account of their private affairs ; and this to commis- 
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sioners who may be their acquaintances, friends, or 
rivals. This was early felt, and was strongly ex- 
pressed in the following correspondence: — ^^^^ 

" To John Home Tooke, Esq. Office of the Com- 
missioners for carrying into Execution the Act for 
taxing Income, Wandsworth, May 3, 1799. — Sir, — 
The Commissioners having under their consideration 
your declaration of income, dated the 26th of Feb- 
ruary last, have directed me to acquaint you that 
they have reason to apprehend your income exceeds 
sixty pounds a year. They therefore desire that you 
will reconsider the said declaration and favour me 
with your answer on or before Wednesday, the 8th 
inst. — I am, sir, your obedient servant, W. B. 
LuTTLET, clerk." 

" To Mr. W. B. Luttley. Sir, — I have much more 
reason than the Commissioners can have to be dis- 
satisfied with the smallness of my income. I have 
never yet in my life disavowed, or had occasion to 
reconsider, any declaration which I have signed with 
my name. But the Act of Parliament has removed 
all the decencies which used to prevail between 
gentlemen, and has given the Commissioners 
(shrouded under the signature of their clerk) a 
right by law to tell me that they have reason to 
beUeve that I am a liar. They have also a right to 
demand from me upon oath the particular circum- 
stances of my private situation. In obedience to the 
law, I am ready to attend them upon this degrading 
occasion so novel to Englishmen, and to give them 
every explanation and satisfaction which they may 
be pleased to require. — I am, sir, your humble ser- 
vant, John Hobne Tooke." 
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Which will ultimately be victorious ? On one side 
the men of money, traders, lawyers, and clergy, 
banded together in a common interest, spurred 
every year by the reappearance of the offensive claim, 
or on the other side the Queen's Ministers, aghast at 
the notion of abandoning a means of raising at will, 
6, 10, or 20 millions £, without any disturbance of 
commerce or of retail trade ? Most public and wide- 
spread grievances now disappear rapidly : they are 
stated, written about, talked about ; pubUc meetings 
are held, popular indignation is aroused, and behold, 
the grievance is gone. So potent at present is the 
vox populi. But as to the income-tax, that gruff and 
conquering voice is unheard : to the working classes 
the tax so far as they think of it must be pleasing ; 
for it gives them the satisfaction of standing on the 
shore and seeing other men strugghng with the 
waves of life ; besides that they would rather have 
beer cheapened than the educated classes reheved. 
Ministers then, have the popular favour and the 
popular votes: by appeal to these they may keep 
the tax. 

Is it right that they should keep it? Is it con- 
sistent with the three fundamental principles of 
justice, expediency, and mercy? * 



An income-tax is no new thing. See what is said 
of it by Vauban, the Prince of military engineers ; 
one of the greatest of the great servants who 
clustered round Louis XIV. ; and* a man so im- 
bued with the blind and devoted loyalty of his day, 
that when his honest and able book on improved 
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taxation disgraced him at Court, he died broken- 
hearted.'^^ 

** The unfortunate Marshal, dear to every French heart, could not 
survive the disfavour of the master for whom he had done so much. 
He died a few months later, denied to everyone, consumed with a 
grief and affliction that nothing could mitigate, and which the king 
so much slighted as to affect to be unconscious that he had lost so 
useful and illustrious a servant." 

Vauban's unpardonable offence was the exhibition 
to the world of the defects in the prevalent system of 
taxation. Possibly, if his countrymen had listened to 
him, the relief given to the industrial classes would 
have so reconstructed in the following century the 
whole frame of Government, that the French would, 
Hke ourselves, have substituted reform for revo- 
lution. 

His scheme was this. All the actual taxes being 
objectionable, others should be found, free from their 
faults, but possessing all their good qualities. He 
thought he had hit on one tax which fulfilled these 
conditions : it was the dime royale^ the royal tithe, 
a tenth of all incomes whatever. This scheme, he 
said, was nothing new: it had been mentioned in 
the Holy Scriptures three thousand years before, 
and the greatest states had made a good use of it. 
The Greek and the Roman emperors had availed 
themselves of it, and so had the French kings both 
of the first and of the second race. It was the best 
proportioned of all taxes, and the safest from cor- 
ruption. By means of it each would contribute 
according to his income to the needs of the State, 
and no one could grumble since all would pay alike. 

It seems rather severe to call on everyone, land- 
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lord, metayer, farm servant, manufacturer, artizan, 
fundholder, priest, courtier, to pay 2s. in the £ : a 
rate which we submitted to besides other heavy 
taxes during the wars with Napoleon, but which 
at the peace was angrily abolished. Yauban 
however, did not propose it as an addition to 
other burdens. He maintained that this dime 
royale would be so productive as to enable Louis 
to surrender most of the other taxes, many of 
them very injurious and others detestable : the dime 
might be a substitute for the taille^ the aideSy the 
custom dues between provinces, the tithes taken by 
the clergy, and all other oppressive taxes ; reserving 
only the gabelle, reduced by a third or a half, and 
part of the customs on foreign commodities. The 
produce of the royal domains and certain fixed 
charges would remain untouched. Three-quarters 
of a century later Turgot and his colleagues had still 
to fight the battle for the getting rid of internal 
custom-houses, and for the fi'ee circulation of coin 
through the kingdom. Vauban's project of a 2s. 
income-tax was impracticable : but if the principles 
of his system had been studied, and carried out by 
other means, the fate of France would probably have 
been far better than it has been. 



Adam Smith wrote 70 years later than Vauban. 
He treated the subject under the name of Capitation 
Taxes. ^^^ He despaired of raising a revenue from 
these, though it was his proselyte, William Pitt, that 
afterwards ventured successfully to make a trial. 
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"Capitation taxes, if it is attempted to proportion them to the 
fortune or revenue of each contributor, become altogether arbitrary. 
The state of a man's fortune varies from day to day, and without an 
inquisition more intolerable than any tax, and renewed at least once 
every year, can only be guessed at. His assessment, therefore, must 
in most cases depend upon the good or bad humour of his assessors, 
and must be altogether arbitrary and uncertain." 

All this is Still too nearly true of persons in trades 
and professions, under Schedule D. But as to in- 
come from lands, houses, public companies, and the 
national debt, the difficulty is removed by taking 
the tax from the tenants, the companies, and the 
Bank of England, who deduct it from their payments, 
and have no interest in wronging the Government, 
except in rare cases of collusion. 

Formerly however, under the pressure of this 
difficulty, the payment was apportioned in a manner 
cruelly hard on some persons of small fortune. 



" Capitation taxes, if they are proportioned, not to the supposed 
fortune, but to the rank of each contributor, become altogether 
unequal; the degrees of fortune being frequently unequal in the 
same degree of rank." 

Yet it seems that under William and Mary, this 
practice prevailed. 

"The contributors were, the greater part of them, assessed 
according to the degree of their rank ; as dukes, marquesses, earls, 
viscounts, barons, esquires, gentlemen, the eldest and youngest sons 
of peers, &c. All shopkeepers and tradesmen worth more than £ 300, 
that is, the better sort of them, were subject to the same assessment, 
how great soever might be the difference in their fortune. Their 
rank was more considered than their fortune. Several of those who 
in the first poll-tax were rated according to their supposed fortune, 
were afterwards rated according to their rank. Serjeants, attorneys, 
and proctors at law, who in the first poll-tax were assessed at three 
shillings in the pound of their supposed income, were afterwards 
assessed as gentlemen. In the assessment of a tax which was not 
very heavy, a considerable degree of inequality had been found less 
insupportable than any degree of uncertainty." 
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Adam Smith was well acquainted with the affairs 
of France, from having lived in that country. He 
tells us that a capitation tax had been levied there 
without interruption during the first three-quarters 
of the last century : that the highest orders of people 
were rated according to their rank: the lower 
orders, according to their supposed fortune, varying 
from year to year. The officers of the king's court, 
the judges and other officers in the superior courts 
of justice, and the officers of the army, were classed 
among the higher rank. 

" In France, the great easily submit to a considerable degree of 
inequality in a tax which, so far as it affects them, is not a very 
heavy one; but could not brook the arbitrary assessment of an in- 
tendant. The inferior ranks of people must, in that country, suffer 
patiently the usage which their superiors think proper to give them." 

The tradition of this arbitrary capitation-tax, may 
perhaps partly account for the alleged impossibility 
of now imposing an income-tax in France: a tax 
which, says M. Thiers, it is dangerous to speak of. 
The danger and impossibility however, are no doubt 
caused more by the peculiar social organization and 
sentiments of the French. The parcelling out of the 
land into small plots, though favourable to industry 
and frugality, is destructive of public spirit ; while in 
Paris, Marseilles, and Lyons, communism teaches 
the working classes to hate the rich as much as the 
foreign invader. Patriotism has frequently been 
wanting in France. Under Louis XIIL, and early in 
the reign of Louis XIV., the Prince de Conde and 
the aristocratic leaders of the Fronde, negotiated 
with the Emperor and the King of Spain to invade 
the country on their behalf. At present, the callous- 
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fisted niggardly peasant proprietors, and the prole- 
taires in the towns, coolly look on at the German 
oppressions until they reach themselves. 

Compare this with the public spirit of Great 
Britain, which is vigorous and unfailing, as we may 
learn from the testimony of the Duke of Wellington. 
The Duke was not addicted to the utterance of sen- 
timental phrases : he was much more inclined to 
share that spirit of national disparagement which is 
one of the peculiarities of the present race of our public 
writers ; a spirit much safer than the self-laudation 
of the French, though less safe than an accurate 
estimate of realities. The Duke had had long ex- 
perience of Oriental races in Hindostan, of Iberian 
races in Portugal and in Spain : he had seen Great 
Britain in some of its worst days, when the French 
Revolution had maddened the English democrats 
and hardened the upper classes : he had found him- 
self in the Peninsula the General of the predominant 
Tory party, but thwarted by the Whigs, hated by 
the populace, and ill supphed with men and muni- 
tions of war. He might have been excused if he had 
bitterly said that the old national greatness of mind 
had departed: but he said nothing of the kind; 
comparing our spirit with that of the Spaniards and 
Portuguese, he pronounced us to be in a high degree 
patriotic. This patriotism has often been wanting 
in France, and therefore an income-tax is in that 
country impossible. 
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XV. 
HI8T0BT, 1842 TO 1852. 

BUT in Great Britain this tax is possible: not 
popular, nor even moderately liked, but still 
possible. The diflBculty of overcoming the aversion 
to it, caused it to be long talked of before any states- 
man risked his character by introducing it. The 
" philosophical Radicals " of the Westminster Review 
long preached in vain ; the Whigs looked askance at 
the danger of proposing it.'^ Mr. Powlett Thomp- 
son hinted his liking, but as a minister disclaimed 
its adoption: Sir Henry Pamell, free from the 
responsibility of a minister of state, declared in his 
"Financial Reform," that it was necessary: Lord 
Palmerston protested against it : Lord John RusseU 
and the Whigs strenuously opposed it when it was 
introduced. 

I have said that it was the substantial, homespun 
patriotism of Great Britain that made an income-tax 
possible : Sir R. Peel, as I mentioned in a previous 
Section referred to the example of our fathers, who 
with a mutiny at the Nore, a rebellion in Ireland, and 
disaster abroad, submitted cheerfully to an imposi- 
tion of 2s. in the £. From a meaner mouth such an 
appeal would have been laughed at ; to an assembly 
of philosophers it might have seemed preposterous : 
but Sir Robert knew his audience, and the weight of 
his authority ; and he had no dread of levity on the 
part of the people when he called upon their public 
spirit. 
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Looking back, we can see clearly that after ten 
years of Whig rule, Sir Robert had a malicious 
pleasure in throwing the darkest shades into his 
financial picture of the past. It was true that there 
had been deficits and failures, partly real partly 
apparent. But the country was in fact just about 
to recover fi'om the languid state that had followed 
the monetary crisis of 1847 : without any heroic 
remedies her vigour would have returned. We have 
great reason to rejoice however, at the turn of afiairs 
which brought Sir Robert Peel into office after ten 
years' exclusion, and which gave him the opportunity 
of applying his unequalled ministerial ability and his 
unflagging industry to the scientific reconstruction 
of our fiscal and financial system. 

His scheme, it will be remembered, was to levy a 
tax of 7d. in the £ for five years, with the avowed 
intention of, first, bringing the income up to the 
expenditure; and secondly, carrying out certain 
commercial reforms. I have spoken of five years, 
but it was actually laid on for only three years, with 
the expectation that two additional years would be 
required. Our experience of thirty years without 
relief, makes us smile and sigh at this modest prog- 
nostic of five years. As Sir Stafford Northcote 
says : — ^^^ 

" The nation exposed ibself to the fate of the horse in the fable." . . 
" Non eqnitem dorso, frenum iion depulit ore." 

The knight then, was fairly on the back of the 
nation, and not to be easily unseated : he had im- 
posed a tax that was hereafter indispensable because 
of its success ; a tax by which he expected to get 
less than four millions £,^^^ but which produced 
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more than five, or IJ million £ more than he had 
hoped. 

We sometimes hear of the *' Property and Income 
Tax," 'and it is imagined that this is the legal name. 
I find however, that the Act of 1842 has no such 
expression. Sometimes ** Property-Tax," sometimes 
" Income-Tax " is used. In the Statutes at Large, 
and in the Law Reports we generally find "Pro- 
perty-Tax Act." 

The popular name, " Income-Tax," is nearer the 
truth ; since the tax is levied on income from what- 
ever source derived. The words of the Act of 1842, 
express this clearly : a charge of 7d. in the £ is to 
be made on " profits arising from property, profes- 
sions, trades, and offices," not on property, but on 
profits (income)^ arising from property.^*^^ 



In 1846 the stipulated three years had elapsed, 
and the time had come for reconsidering the tax, 
and determining whether it should be continued two 
years longer. If the nation had really been in- 
fluenced by that ignorant impatience of taxation 
which has been laid to its charge, it would have 
acted as it did at the great peace, and would have 
insisted on putting an end to the tax. Nor in doing 
so could we have been charged with a want of public 
spirit : for on the past year there was the immense 
surplus of five millions, or nearly the amount pro- 
duced by this provoking impost. Yet Sir Robert 
Peel persuaded Parliament and the country to take a 
further lease for three years of this burden, to pre- 
vent the danger of a future deficit. Remembering 
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the excess of expenditure for several years before, 
and that it was long since anything had been done 
for the reduction of the great debt left by Napoleon's 
wars, we must say that the decision was just. But 
Sir Robert's motives were of a different order : he 
asked permission to retain this one great tax in order 
to get rid of many small and more objectionable taxes. 
He swept nearly 430 articles out of our tariff; ^^^' in- 
cluding many kinds of raw produce, such as silk, 
hemp, flax, and the more important one of cotton : 
he gave up the excise on glass, amounting to 
£640,000. He thus surrendered more than three 
miUions of revenue. Was not this girthing the 
saddle tighter on the horse's back ? No ! the re- 
source was to be only temporary. '^^ " I have been 
asked what assurance I could give that this tax 

should expire at the end of three years 

I feel bound to say that for so extensive an experi- 
ment three years is rather a short period. . . If 
I could have been perfectly sure of success, I would 
have proposed it for five years ; at the same time 
I do think there are good grounds for hoping that 
at the end of three years we may be at liberty to 
discontinue it." 



Such were the hopes held out to the nation to 
induce it to accept Sir Robert's grand scheme of 
fiscal reforms. Lord John Russell in an elaborate 
speech, declared as leader of the Opposition, that 
though he could not refuse his support to these 
plans, he gave it most unwillingly, because the 
proposed extensive abolitions and reductions of 
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duties would render permanent a tax that ought to 
be reserved for periods of war.^^' The prophecy has 
been hitherto fulfilled. In 1848, at the end of the 
second triennial experiment, Lord John was Premier, 
and he had to follow in the track of his predecessor 
by continuing the income-tax : he proposed to con- 
tinue it for five years, and even to raise the rate for 
two years fi:om 7d. to Is. in the £,^^*^ though public 
indignation compelled him to abandon this additional 
charge, and to take three years instead of five. 
Lord John Russell had not strength to wield the 
spear of Sir Robert Peel: he lacked his industry, 
his ministerial power, his thoroughness : he could 
not carry with him either Parliament or the country. 
Seventeen years earlier indeed, when he introduced 
the reform bill, he had been the instrument in 
kindling a flame the fiercest in modem English 
history : his measure, to which may be applied more 
fitly than to Charles's death-warrant, the words 
Major Charta,^^^ was carried by the resolution and 
the acclamations of the people. But as an adminis- 
trator and a financier he was far inferior to Sir 
Robert Peel: he had to follow the House, which 
Sir Robert led. 

The same Ministry however, notwithstanding a 

vain attempt by the Conservatives to form an 
administration, continued in office until 1851, when 
the third triennial period was at an end. Sir Charles 
Wood as Chancellor of the Exchequer had to in- 
troduce the Budget. The country was recovering 
from the state of languor which had followed the 
railway fever and the crisis of 1847; and as the 
national expenditure still continued at the moderate 
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rate of 60 millions £ (exclusive of the cost of collec- 
tion) there was a considerable surplus. Sir Charles 
Wood's Budget had to sustain an attack in the 
House of Lords from the late Earl of Derby, 
then Lord Stanley. He strongly condemned the 
frittering away of every available surplus, by 
repealing tax after tax on commodities, and 
thus making it impossible to put an end to the 
income-tax : he would not support those who desired 
to repeal that tax at once, because this would leave 
a large deficit in the Budget : but he would prefer an 
arrangement for the gradual extinction of the income 
tax by a steady reduction of the rate from year to 
year (a scheme adopted by Mr. Gladstone two years 
later, we know with what ill success). In the House 
of Conmions also, there was great opposition ; but 
the only amendment carried was that of Mr. Hume, 
who succeeded in getting a Select Committee ap- 
pointed; not however out of enmity to the tax 
generally, but with a view to consider the propriety 
of charging a lower rate on precarious and tem- 
porary incomes than on fixed and permanent ones. 
The tax therefore was passed for only one year. 
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XVI. 
HI8T0BY, 1852 TO 1856. 

• 

NEXT year, 1862, Lord Stanley, lately become 
Lord Derby, was at the head of affairs with 
Mr. Disraeli as his Chancellor of the Exchequer. 
Now was the time for the Premier to carry out the 
policy he had advocated the year before. Mr. 
Disraeli however, pleaded, very fairly, that the 
Ministry could not without due time for reflection, 
make up their minds as to the principles to be 
adopted in framing the Budget : the income-tax was 
therefore continued for another year at the old rate 
of sevenpence. 

In December the short-Uved Ministry resigned, 
and Lord Aberdeen took office as head of the 
Peelite party. Mr. Gladstone was Chancellor of 
the Exchequer, and had the opportunity of carrying 
out his opinion, shared with Lord Derby, that the 
income-tax ought to be got rid of. On introducing 
the Budget he made a speech " of unusual power," ^^^' 
which ** changed the convictions of a large part of 
the nation, and turned, at least for several years, a 
current of popular opinion which had seemed too 
powerful for any Minister to resist." 

Mr. Grladstone showed that the tax might be 
dispensed with at once; but that in that case it 
would be necessary to impose substitutes, such as 
a tax upon land, houses, and other visible property, 
of perhaps 6d. in the ^; a universal system of 



SECT. XVI. PAST AND PRESENT. 119 

licenses upon trade, averaging something like £7 ; 
and an addition to legacy duties of some kind. 
It does not seem obvious why the moderate sum of 
two or three milhons should not have been raised by 
additions to import and excise duties : but since Sir 
Eobert Peel's rhetorical assertion that Mr. Baring's 
trial of such additions in 1841-2 had failed, it seems 
to have been the fashion to believe that this source 
of increased revenue, has been dried up. Mr. Glad- 
stone apparently had the good fortune to believe 
this, and was thus able to act conscientiously on the 
opinion, and to persuade his hearers of its truth. 

He went on to say that he regarded the income- 
tax as unfit to be permanently continued. But he 
" set forth in glowing terms " the services it had 
rendered under Mr. Pitt, and again in recent days. 
" He showed its value as a financial reserve in time 
of war, and as an instrument of fiscal and commer- 
cial reforms in time of peace." He summed up 
thus: — "The general views of Her Majesty's 
Government, with respect to the Income-Tax, are 
that it is an engine of gigantic power for great 
national purposes ; but, at the same time, that there 
are circumstances attending its operation which 
make it difficult, perhaps impossible, at any rate, in 
our opinion, not desirable, to maintain it as a por- 
tion of the permanent and ordinary finances of the 
country. The public feeling of its inequality is a 
fact most important in itself. The inquisition it 
entails is a most serious disadvantage ; and the 
frauds to which it leads are an evil which it is not 
possible to characterize in terms too strong." 

Mr. Gladstone having thus condemned the tax as 
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a source of income in ordinary times of peace, pro- 
posed its renewal for the long period of seven years : 
but at rates constantly diminishing; viz. for two 
years at 7d., two at 6d., and three at 6d. In the 
halcyon year 1860, it was to cease. Unhappy 
augury! since in the year after this speech there 
was fated to break out the Crimean war, which 
doubled the tax, permanently raised the national ex- 
penditure by 15 millions, and thus inured the nation 
to its annoyances and grievances. Considerable 
changes however, were now made: Ireland was to 
pay just as England and Scotland ; incomes of £100 
to £160 were to be taxed for the first time, but at 
the lower rate of 5d. throughout the seven years ; 
persons insuring their lives or buying deferred 
annuities, might deduct the premiums from their 
assessments, up to one-seventh of their income. The 
extension to Ireland was talked of in 1848, but was 
suspended on the ground of the distress prevaiUng 
ever since the potato failure : in 1863, while the tax 
was imposed with one hand, a boon was granted 
with the other hand of a remission of a debt of 4^ 
millions £ incurred during the famine. 

In 1854 as I have said, the Crimean War was 
entered on; and there was an end of Mr. Glad- 
stone's plan for the extinction of the income-tax, a 
plan constructed on the supposition of continued 
peace. The tax was raised ^^* by jumps to Is. 2d. 
in the £, with a provision that it should continue at 
that high pitch till the end of the war. 



This was a severe trial of the Manchester School 
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principle, that direct taxation goads the public into 
demanding a reduction of expenditure : according to 
this doctrine, the contributors, groaning under the 
inquisition of the income-tax commissioners and 
the visits of the collectors, ought to have angrily 
demanded peace at whatever price. In 1855 the 
case was even stronger, for the rate was again raised 
from Is. 2d. to Is. 4d. ; so that a struggling family 
of refined habits with £200 a year must have paid 
the sum of £13. 6s 8d., a flea-bite to a millionaire, 
but ruinous to those already pinched. Yet so far 
as I know, there was no outcry against the war : on 
the contrary, there was anger at our making peace 
in 1866, just when we had had time to compass pre- 
parations for a vigorous effort, such as might have 
effaced the slur which the French superiority of force 
was felt to have cast upon us. 

Either Adam Smith was wrong, or lapse of time 
and change of manners had fortified our patriot- 
ism. I will not say whether the Crimean War at 
first was popular or the reverse. But I am sure 
that the desire to continue it did not arise from the 
causes assigned by Adam Smith. Whether in 
the capital or in the provinces, it was not true 
that under this crushing income-tax we " felt scarce 
any inconveniency from the war, but enjoyed at our 
ease the amusement of reading in the newspapers 
the exploits of our own fleets and armies." This 
amusement was not felt to compensate for the 
difference between the taxes which we paid on 
account of the war, and those we had been accus- 
tomed to pay in time of peace. We were not 
dissatisfied with the return of peace, because it put 
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an end to this amusement, and to a thousand 
visionary hopes of conquest and national glory 
from a longer continuance of the struggle. The full 
and detailed narratives we got from the seat of war, 
could not be called an amusement, but rather a 
fascinating tragedy acted under our eyes. We had 
no visionary desires of conquest or glory: we 
anxiously desired an end to the sufferings of our 
countrymen; but we would bear taxes, sufferings, 
and. all the horrors of war, rather than that the 
good name of the nation should be tarnished. The 
Manchester School, ignorantly and thoughtlessly 
preaching up peace at any price, knew nothing of 
the ardent patriotism felt but not talked of by their 
countrymen. 



XVII. 

HI8T0BY, 1867 TO 1871. 

ON the 30th March, 1856, the Treaty of Peace was 
signed; the income-tax remained during the 
year at Is. 4d. in the £. 

In 1867 it was reduced to 7d. 

In 1868 „ to 6d. 

The groaning contributors again hoped to shake off 
this Old Man of the Sea. The peace expendi- 
ture was 63 millions £ (8 or 9 millions more than 
it was before the Crimean War). But the free 
trade measures, backed by the gold discoveries, had 
multiplied the national resources. In 1859 there 
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would have been a surplus of three millions £ : in 
1860 the falling in of the Long Anbuities would 
have reduced the expenditure by two millions £: 
and as the income-tax at 5d. was producing 
£5,600,000, this sum could have been spared by- 
adding a very Uttle to some duty such as that on 
spirits. But 1859 was a year of European disturb- 
ance: Louis Napoleon adopted the cause of Italy 
against Austria: France made great naval prepara- 
tions for war:^^^ all Mr. Gladstone's passion for 
peace and economy could not save him from the 
necessity of announcing as Chancellor of the Ex- 
chequer, that Lord Palmer ston's cabinet had 
resolved on a great addition to the army and 
navy. The income-tax was raised to Is. Id. for 
the first half-year, to be reduced to 6d. for the 
second ; which was equivalent in amount to 9d. for 
the year. 

In 1860 it was still higher, viz., lOd. 

In 1861 and 1862 it stood at 9d. 

In 1863 it fell to 7d. 
A change was made as to the possessors of small 
incomes. Instead of being charged a reduced rate 
on those having £100 to £150, henceforth all under 
£200 were to be allowed to deduct £60 from 
their assessments. This was a great relief to 
incomes from £150 to £200, which formerly paid 
the full tax, but now escaped from four to three- 
tenths of it (from -^^ to -^^) which would have 
been a difierence of £4 in all cases during the 
Crimean War with a rate of Is. 4d. in the £. 

In 1864, the rate was 6d. : in 1865, 4d. : in 1866, 
4d., and another Id. for the Abyssinian War : in 
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od contributors, by exempting all 
^150. Eleven years afterwards, 
nway this exemption from all 
I €150. At the same time he 
rate by 2d. in the £ between 
' : and it ought to be remembered 
reduced certain other taxes to such an 
ill Ills opinion to coimtervail this new 
Tint I still think that the change was 
t ssaiy and in its results cruel towards the 
A and helpless. Ten years later he partly 
1 raced his steps, by allowing a deduction of £60 
iV«jni all chargeable incomes up to £200 : this was a 
considerable relief to those between £100 and £150, 
and a still greater one to those between £150 and 
£200. Again, in 1872 Mr. Lowe, yielding to the 
''piteous appeals" made to him privately, extended 
the exemption from, incomes of £200 to those of 
£300 ; and raised the permitted deduction from £60 
to £80. Some benefit was thus conferred on in- 
comes of £100 to £200, and a greater one on those 
of £200 to £300. 

The following table shows the comparative exemp- 
tions under these different* arrangements. 

I take a year when the rate was 7d. ; and I will 
assume that as under Mr. Gladstone's first alteration, 
the incomes from £100 to £150 paid at 5d. (or 2d. 
less) : — 
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Let US interpret these figures into words, and add 
the years to which they apply. 

From 1842 to the present time, incomes under 
£100 have paid nothing. 

During eleven years from 1842 to 1852 inclusive, 
incomes under £150 paid nothing : aU other incomes 
paid 7d. in the £. 

In 1853, those between £100 and £150 paid at 5d. others at 7d. 



1854 

1855 & '56 

1857 

1858 

1859 

1860 

1861 & '62 



>> 



>i 



>> 



>> 



>» 



» 



>> 



„ lOd. , 


, Is. 2d. 


„ Hid. , 


, Is. 4d. 


„ 5d. , 


7d. 


5d. , 


5d. 


,, 6id. , 


9d. 


„ 7d. , 


lOd. 


„ 6d. , 


9d. 



In 1853 therefore, under Mr. Gladstone's alteration, 
incomes between £100 and £150 began to pay, 
though at a lower rate than others. The payment 
at 5d. in the £ was as follows : — 



By the owner of 
an income of £101 
2 2 1 

In 1854 his loss 

atlOd. ..442 



£105 
2 3 9 



£120 
2 10 



£135 
2 16 8 

6 12 6 



Just nnder 

£150 
.326 

.660 



4 7 6.500 

In 1855 and 1856 it was more than in 1854 by about 

one-seventh. 

During these three years, there must have been a 

hard strain on many struggling families. 

In 1857 and 1858, the loss was reduced to the 
same as in 1853 (£2 to £3). From 1859 to 1862, 
it was about half what it had been during the 
Crimean War (it was about £2. 10s. to £3. 10s.) 

But in 1863 Mr. Gladstone made his second 
change, by which all contributors paid at the same 
rate, but all who had incomes under £200, were 
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allowed to pay on £60 less. This reduced the loss 
to incomes of £100 to £150, and for the first time 
gave a partial exemption to those of £150 to £200. 

In this year, 1863, the rate was 7d. for all charge- 
able incomes. The advantage caused by this second 
change was : — 
In 1863 to the owner of an income of 

£150 
£101 £105 £120 £135 £150 to £200 

18 2 — 17 6 — 15 0-0 12 6-0 10 — 1 15 

But the loss comparing this with Sir R. Peel's plan 

1 3 11 — 1 6 3 — 115 — 2 3 9 — 2 12 6-0 

In 1864, tlie rate being 6d. these figures have to be reduced by \, 
In 1865, „ 4d. „ „ „ ^. 

From 1866 to 1871, the rates were 5d., 5d., 6d., 5d., 
4d., 6d., and the losses or gain were nearly the same 
as from 1863 to 1865. 

In 1872 a third change was made and by Mr. 
Lowe, who both increased the deduction from £60 
up to £80, and extended this partial exemption from 
incomes of £200 to those of £300. This alteration 
further reduced the loss on incomes of £100 to 
£150, though it was far from restoring to them the 
total exemption of Sir R. Peel. Incomes of £150 to 
£200 had an additional advantage conferred on 
them, and those of £200 to £300 received a partial 
exemption for the first time. 

In this year (1872) the rate was only 4d. I would 
have given here, as I have before, the advantage to 
small incomes at the actual rate: but I cannot do 
this, because I cannot pronounce what rate would 
have been charged on incomes from £100 to £160, 
the general rate being 4d. I therefore make my 
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table on the supposition that the respective rates 
were 7d. generally, and 5d. from £100 to £150. The 
advantage and disadvantage of the scheme as com- 
pared with Mr. Gladstone's scheme of 1853, were as 
follows : — 
To the owners of an income of 

£150 £200 
£101 £105 £120 £135 £150 to £200 to £300 

(If the rates were 7d. and 5d.) advantage 

1 9 10 — 1 9 2 — 1 6 8 — 1 4 2 — 1 1 8 — 2 6 8 — 2 6 8 

But comparing this scheme with Sir R. Peel's, the 
loss was 

12 3-0 14 7 — 1 3 4-1 12 1 — 2 10-0 0-0 

These two calculations for 1872, are made on the 
supposition of a 7d. and 5d. rate : the actual rate 
was only 4d; and therefore the gains and losses 
were really about half as much. If however, another 
war should raise the rate again to Is. 2d. the figures 
above would be doubled. 

For 1873, when the rate was only 3d., similar 
modifications are necessary. 

Summarising these figures, we find that Sir R. 
Peel's plan absolutely exempted all possessors of 
incomes under £150, and that this immunity con- 
tinued for the eleven years 1842 to 1852 inclusive : 
that from 1853 to 1862 (10 years) the incomes from 
£100 to £150 paid annually from £2 to £6 a year 
instead of nothing : that from 1863 to 1871 (9 years) 
those incomes paid annually from 15s. to £2. 12s. 6d. 
while those from £150 to £200 paid less than before 
by £1 fco £1. 15s. ; that in 1872, incomes from £100 

K 
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to £150 paid annually from 12s. 3d. to £2. Os. lOd.; 
while those from £150 to £200 paid less than before 
by £2. 6s. 8d., and those from £200 to £300 by the 
same £2. 6s. 8d. 



But why all these variations ? They have sprung 
I believe, out of an absurdity in the original form of 
exemption. Under Sir Robert Peel's scheme, the 
., possessor of an annual £150 (or just under it) paid 
nothing; the possessor of £151 paid £4. 8s. Id.: 
thus, the possessor of the additional £1 was made 
poorer than his neighbour by £3. 8s. Id. Under 
Mr. Gladstone's first scheme the possessor of £101 
was made poorer than the possessor of £100 by 
£1. 2s. Id. Such an arbitrary limit is preposterous. 
The incongruity would have been at once removed if 
Sir R. Peel had charged the owner of £151 for the £1 
he possessed in excess of £150 ; and if Mr. Gladstone 
in the same way had charged the owner of £101 on 
his surplus of £1. I grant that this leads to the 
deduction of £150 or £100 from all incomes; so 
that a man of £200 a year would pay on £100 or £50, 
and a man of £1,000 on £900 or £850. And why 
should not this be so ? No doubt, this would a good 
deal reduce the amount collected. But this amount 
is so large that that objection is not very weighty : 
in 1842 the estimated produce of 7d. in the £ was 
3f millions £ ; it did produce more than 5 millions ; 
it now produces more than 10 millions. Again, 
under Mr. Lowe's scheme of 1872, there is a 
deduction of £80 from all incomes up to £300, and 
the yield (including Ireland) is about 12 millions £ 
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at 7d. in the £. If £100 instead of 80 were 
deducted, and if this concession were extended to all 
incomes, there would still be left an annual tax so 
large that thirty years ago it would have appeared 
incredibly. Even if £150 were deducted, as it 
should be i;inder Sir R. Peel's scale, the produce 
would still be immense. 



But immense as it would be, it would be far less 
after the deduction than before : how would the de- 
ficiency be suppUed ; what new taxes would be 
levied ; on whom would these fall ? I answer first 
by another question : — the income-tax is already 
reduced by the deduction of £80 fi:*om all chargeable 
incomes up to £300 ; it is far more reduced by the 
absolute exemption of all incomes under £100; on 
whom do the compensating taxes fall? This last 
question is a serious one : since the exemption 
of all incomes under £100, applies to nearly all 
the working classes as well as to a considerable 
portion of the middle classes ; and it may be sup- 
posed that if these exemptions were cancelled, the 
tax would yield nearly twice its present amount, 
or nearly 20 millions £ instead of 10, when the rate 
was 6d. Who supplies the 10 millions £ thus 
surrendered ? 

It is probable that an administration audacious 
enough to extend the income-tax to the working 
classes, would at the same time remove or reduce 
the taxes on tea and sugar, or reduce those on malt 
and tobacco: but these are principally paid by the 
working classes ; and therefore we may guess that it 
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is the working classes principally which supply the 
10 miUions £ of income-tax exemptions : that is, 
what they escape of direct taxation they pay as 
indirect. In the absence of a trustworthy schedule 
of class payments, we must be satisfied with con- 
jecture. 

But now as to the smaller additional exemption of 
£100 from all chargeable incomes, in place of that 
of £80 from all up to £300 : who would have to 
supply the loss thus incurred ? This change would 
not be intended to alter the proportions of payments 
to be made by the lower classes on one hand, and by 
the middle and upper on the other: therefore the 
loss could not be supplied by charging tea, sugar, 
malt, or tobacco : the same amount must be raised 
as before by income-tax. 

A man (A) who lias £400 a year, now pays at 6d. 

in the £ £10 

Under the exemption of £100 from all incomes he 

would pay on £300 

This would give him a saving of 

The same payments, exemptions, and savings, for 
a man (B) of £800 a year would be ... • 



And for a man of £4,000 a year 



7 10 





2 10 





20 





17 10 





2 10 





100 





97 10 





2 10 






Each of these three men would have an exemption of 
£2. 10s. But when it came to supplying the de- 
ficiency by a tax of so many pence or farthings in 
the £, the shares of the three would be very unequal. 

If the increased tax were Id. in the £, A would pay £1 5 
„ „ „ „ B „ 2 18 4 

„ „ „ „ C „ 16 5 



SECT. XVIII. PAST AND PRESENT. 133 

The additional tax then, would fall principally on 
the larger incomes ; a result defensible on the score 
of expediency and mercy, if not of justice. 



There would be one incidental advantage in the 
universaUty of exemption : an advantage of adminis- 
tration; and a considerable one. At present, the 
granting of partial exemption in each particular case 
is an operation of much difficulty. Each claimant 
has to prove his right: he has to show that his 
income really is under £100 or 150 or 300. If he 
is assessed under Schedule D, the proof is simple. 
But suppose he is hving on a small fixed income : 
again the proof is simple if that income is all derived 
from Consols or from a mortgage. But many 
persons of small means have numerous sources of 
revenue. An example will be found in a note to one 
of my essays. -^^ The substance is as follows : — 

(1) A retired officer has a pension of £20 

(2) He has a house at a distance let for 30 

Deduct ground-rent £2 and annuity 

to a sister £10 12 

18 

(3) Undivided moiety of a house-rent 22 10 

(4) Consols 15 

(5) Interest on a note of hand 20 

(6) Interest on £400 lent to Highway Trustees . 20 

(7) Foreign Dividends 20 

£135 10 

The poor officer, under Sir R. Peel's scheme ought 
to pay nothing; but the tax is deducted when he 
receives his rent, interest, or dividends. To obtain 
the exemption to which he is entitled, he must apply 
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to the authorities for repayment of the tax. This is 
the way he must do it. " He has first to attend on 
the appointed day of the commission meeting in the 
district, to make his appeal." His difficulty is that 
he has nothing to show : on receiving his pension a 
deduction of income-tax has been made, but no 
receipt for it has been given him ; and the same is 
true under each of the other six heads of income. 
He has therefore to apply to different persons for 
certificates : to the Pay Office, to the Treasurer of 
the Tolls, to the agents for the foreign dividends. 

This, it may seem, would be just the same under 
the new arrangement of deducting £150 from all 
incomes. But there is this difference : — at present 
the poor officer must prove two facts ; first, that he 
does not enjoy £150 a year, (taking Sir R. Peel's 
limit) ; and secondly, that he has paid tax on 
£135. 10s. The first proof must be difficult, 
or rather impossible : the fact must be determined 
on his evidence alone, the evidence of the claimant 
himself. For this reason I suppose, it is necessary 
to bring the claimant before the Commissioners. 
But when this first proof was done away with; 
when all the claimant had to do was to give evi- 
dence that he had paid tax on £135. 10s., an officer 
of the Commissioners might be trusted to examine 
the documents submitted. Everyone who had paid 
tax, or had had it deducted by a tenant or agent, 
would have to produce proof of the fact, and he 
would at once get an order for repayment. The 
cases would be multitudinous, but each would be 
comparatively easy. Besides this; operations that 
are very numerous are always simplified. I had 
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occasion one day to go to several railway oflBces to 
get transfers under letters of administration : at 
the smaller offices, such as those of the Indian 
railways, I was kept perhaps half an hour : at 
Euston Square my business was dispatched in a 
few minutes. Give every income-tax payer a right 
to exemption up to £100 or £150, and the claim- 
would be easily settled in each case. 



XIX. 

THE GENERAL QUESTION OF ITS ADVANTAGE: 
ITS ACTION ON THE PENURIOUS, 

HAVING thus recollected how the income-tax 
was imposed and accepted, the great fiscal and 
commercial reforms that at first accompanied it, its 
unpopularity in times of peace, and its eminent 
utility in sudden war, its apparent injustice towards 
possessors of precarious incomes, and its actual 
oppressiveness on the struggling middle classes, we 
approach a reply to the inquiry whether it ought to 
be retained or abolished. 

The leading notion of many who formerly re- 
commended it, was that being a direct tax, payable 
in a lump, instead of being paid unconsciously and 
daily in the price of commodities bought, it would be 
highly unpopular: that the contributors, groaning 
under its pressure, would insist through their repre- 
sentatives on frugality and peace; and that thus, 
the army and the navy would be cut down, the 
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salaries of judges and ministers would be retrenclied, 
sinecures and pensions would disappear. I have 
already advanced reasons for believing that there is 
another face to the picture: that though the tax 
is disliked, British patriotism has proved strong 
enough to make it endured; and that ministers, 
finding the facility of adding three, five, or ten 
miUions to the revenue, have been tempted into 
expenses which under severer difficulties they would 
not have incurred. 

We can no longer maintain that the income-tax is 
advantageous as promoting national parsimony. On 
the contrary, it must rather be pronounced advan- 
tageous by that school, which with an unavowed 
leaning to paternal government, desires to see more 
and still more interference with the ordinary affairs 
of men's lives and pursuits. 



Another benefit attributed to the income-tax is of 
a totally different character. It is alleged that under 
indirect taxation, a large and very affluent class of 
persons escape from contributing their share. There 
are men who live to save : whose sole ambition is to 
die leaving a plum, or who are tormented in the 
midst of wealth with a dread of the workhouse. 
Such men with £50,000 a year hve perhaps on £500 : 
taxes on expenditure touch only one-hundredth part 
of their income, while the professional man or the 
annuitant or the small trader, finds that he 
pays on the £500 which he spends and which con- 
stitutes the whole of his income. An income-tax 
reaches the parsimonious persons. It thus does 
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an act of justice : for those persons share in the 
advantages of government; their persons are pro- 
tected from violence, their property from foreign 
invasion and home depredation : they cost the 
Government just as much in army, navy, police, 
courts of justice, legislative proceedings, as other per- 
sons who have the same large income and spend it. 
While by their niggardly life they evade taxes on 
expenditure, they cannot escape the 7d. or Is. in the 
£ levied on their dividends from Consols and rail- 
ways, from bonds and mortgages. 



I find that there are men with such extraordinary 
notions about consumption of commodities, that they 
will make this objection. ^^' Even a miser who with 
£50,000 a year spends but £50, pays or causes to be 
paid taxes on expenditure just as anyone else who 
spends his income : for the miser directly or in- 
directly uses his income as capital, and thus makes 
it over to workmen and clerks and others who spend 
it and pay taxes on expenditure. No doubt this is 
true. But it is equally true of those who consume 
instead of saving ; it is equally true even of spend- 
thrifts : they set men and women to work just as the 
miser does; and these labourers and clerks, these 
domestic servants and grooms, and carriage builders 
and house decorators, pay taxes on expenditure. 
The spendthrift however (unlike the other), also 
pays taxes on his own expenditure : he pays custom 
duties on wine, cigars, and higher luxuries ; he pays 
excise duties ; he pays house-tax and for licences on 
horses and servants, carriages and dogs. Both 
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miser and spendthrift pay indirectly through those 
they employ: the spendthrift pays also directly. 
The income-tax rightly comes directly to the miser, 
and takes from him part of the debt he owes to 
Government for protection. 



Another objection with a more colourable pretext, 
drawn from the source of genuine, orthodox, severe, 
political economy, pleads the cause of the miser as 
being a benefactor of mankind. So far has abstract 
reasoning warped the natural sentiments of certain 
theorists, that they ask us to bow down and worship 
the odious vice of avarice. Erasmus, like other 
scholars, could show his wit in a eulogy of folly; 
Dr. Mandeville half jestingly maintained that the 
private vice of profusion was a benefit to the world : 
but the theorists I am speaking of soberly and 
earnestly contend, that parsimony is of so great 
advantage to the world that it ought to receive 
special encouragement. 

This is their argument. Industry cannot flourish 
without a supply of maintenance : a perfect division 
of labours (the source of ample wealth) can be 
effected only by a vast extent of machinery and 
buildings : the law of supply and demand teaches us 
that it is essential to the profitable distribution of 
commodities, that great stores should be accumulated 
in favourable seasons that they may satisfy the de- 
mands of a future deficient season. But the com- 
modities which maintain labourers ; the implements, 
mills, machinery, buildings, which increase their 
efficiency a hundred-fold; the hoarded stores of 
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mercliaiits and dealers ; are all of them capital : and 
capital is formed only by savings. Penurious men 
then, are the great creators of capital : they are 
public benefactors : and in their case the private vice 
is a public benefit. If then it is true that such men 
escape taxes on expenditure, we need not grudge 
them the exemption, since the very taxes they escape 
are added to their stores, and augment that capital 
which is the source of untold production and social 
affluence. 

Let us look at this argument under the three 
aspects of justice, expediency, and mercy ; to which 
as tests, I have said before, all problems in taxation 
ought to be submitted. 

First as to justice. This requires that everyone 
should repay to government the cost of protecting 
him and his possessions. A miser accumulates a 
million £, and is assumed to cause to the government 
which protects him, ten times as great a cost as that 
incurred in behalf of the owner of £100,000 ; and a 
hundred times as great as that incurred in behalf of 
the owner of £10,000. The miser's person and the 
miser's million are at least as heavy a charge to the 
government, as the person and the million of the 
baron, the ordinary merchant, or the spendthrift. 
Justice requires therefore, that the miser should 
repay by taxation the money laid out in protection. 
He escapes taxes on expenditure, and is therefore the 
fittest of all men to pay directly on his income. 
Mere justice might require that he should pay double 
or treble income-tax to make up for this evasion. 

No one will maintain that he could claim exemption 
on the score of mercy. The struggling middle-class 
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family with £200 a year, may demand consideration 
from the more affluent : but the man who spends a 
hundredth part of his income has no such pretension. 

There remains expediency : can this be appUed to 
his case ? The miser contributes scarcely anything 
to the forty or fifty millions of indirect taxation : the 
question is whether it is unwise to lessen his savings 
by taxing his income directly. Say that we pay to 
government a tithe of our income : then the possessor 
of £50,000 a year, should pay £5,000 a year. Sup- 
pose the miser pays only £2,000 a year by indirect 
taxation, and thus exempts himself from taxes of 
£3,000 a year : is it right to require of him £1,500 
a year as income-tax ? Justice claims the demand, 
and mercy does not forbid it; but what says 
expediency ? 

Exemption is defended on the ground, that though 
the miser is an odious person, yet he is unintentionally 
and unconsciously a public benefactor, by accumu- 
lating capital which nourishes industry, aids the 
division of labours, and enriches the country. That 
capital performs these functions cannot be disputed : 
that capital is the result of saving is beyond question: 
that the miser's parsimony tends to public wealth is 
undoubted. In a new community therefore, it might 
be prudent to connive at the freedom from taxation 
enjoyed by the niggardly: in a new community, where 
land was plentiful and capital was scarce ; where the 
spendthrift was an intolerable enemy, and frugality 
essential to the public weal. But the case is quite 
different in an old country such as England or 
France, where capital is abundant, and where not 
a corner of fertile land remains untilled : where 



SECT. XIX. PAST AND PRESENT. 141 

machinery and vast establishments carry the division 
of labours to its utmost limits, where every ingenious 
enterprise meets with supporters even to a degree of 
folly, where in short, the nation is saturated with 
capital. In the Old World, there is no reason on the 
score of expediency for granting exemption to the 
parsimonious, and thus placing a heavier burden on 
other contributors. 

An additional reason may be assigned for this 
conclusion. A large part of the labour of Govern- 
ment is performed in free countries by volunteers : 
who carry on legally organized institutions, such 
as municipal corporations, petty sessions, quarter 
sessions, school boards : or purely voluntary under- 
takings, such as hospitals and dispensaries; or 
institutions assisted and controlled by legal authority, 
such as national schools, reformatory schools, indus- 
trial schools, militia, yeomanry, rifle corps. A great 
deal of time and money is thus expended. But 
your saving man, bent on dying a millionaire, or 
tormented with the dread of destitution, takes little 
share in such movements : he gru4ges his time, and 
he buttons up his heart against the claim upon his 
cash. I have found such men at least as just as 
their neighbours ; capable of driving a hard bargain, 
but incapable of departing from the terms once 
agreed on; demanding the utmost shilling due to 
them, but paying their own debts with equal resolu- 
tion. Ask them not however for a guinea to a public 
charity or a private subscription : what's the hospital 
to them? what claim on them has the destitute 
family ? All charity is a mistake. Let the hospital 
be closed, and let the woman and her children die 
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by inclies of cold and hunger : that will not disturb 
the rich man's sleep nor lessen his gains. He has 
made his money honestly, by industry and self- 
denial : if all the world would do the same, there 
would be no need of hospitals or subscriptions. 

Do such justice and such hardness give a claim to 
these men for exemption from direct taxation ? Do 
they rather not call aloud for direct taxation ? Sixty 
years ago, the middle and upper classes were groan- 
ing under a war tax of 2s. in the £ : was it not right 
that the milhonaire, who contributed scarcely any- 
thing by taxes on expenditure, should have his 
£5,000 a year squeezed out of him? During the 
Crimean war, when we were contributing our Is. 4d. 
in the £, was it not some mitigation in amount, and 
some alleviation of our grievance, that the money- 
grubber largely shared our troubles ? 

I contend then, that it is a virtue of the income- 
tax to get at men who enjoy immunity from other 
imposts, and who are none the poorer for what they 
pay, since for all the good they derive from their 
hoards they might just as well possess bags of slate 
or pebbles. I laugh at the objection that in fact 
such men do pay through those whom they employ 
with their capital (a vicarious contribution common 
to them and the spendthrifts) : and I make light of 
the exemption claimed for misers on the ground that 
they supply society with capital which with us is a 
drug, while wrapping themselves up in their con- 
sciousness of hard justice, they greedily count up 
their treasures though the public hiss them. 
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XX. 

ITS FLEXIBILITY: THE SATISFACTION IT GIVES 
TO THE WORKING CLASSES. 

ANOTHER excellence of the income-tax is its 
flexibility. Its rate has varied from 3d. one 
year, to Is. 4d. during the Crimean War, and even 
to 2s. before 1815. I have already conceded that 
this presents to a Ministry a temptation to pro- 
fusion : it is a case in which the sight of means to do 
ill deeds makes deeds ill done. But in the face of a 
Parliament bent on satisfying exacting constituencies, 
extravagance is not the besetting sin of our admin- 
istrations. And there are many occasions when it 
is absolutely necessary to raise a large additional 
revenue, and that suddenly. Take the Crimean War. 
Our expenditure was in 

1853 1854 1866 1856 1857 

millions] piua the cost of [ 88 76 70 millions £ 

( collection. ) 

We wanted in 1854 an instant augmentation of 15 
millions £ ; in 1855 a further instant augmentation 
of nearly 20 millions £. Notwithstanding the in- 
come-tax we had to borrow largely, but we should 
have been in far worse plight without it. That tax 
gave us an increase of nearly five millions £ in 1864, 
of nine in 1855, and of ten in 1856. 

To raise such sums by enhancing the indirect 
taxes, causes great hindrances to commerce and 
trade : the stocks held by merchants and dealers are 
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violently changed in value; some persons are en- 
riched but others are impoverished or ruined : poor 
consumers are pinched and irritated. I will give a 
single example. In 1854 Mr. Gladstone found that 
the breaking out of war would cause an excess of 
expenditure ; and he discussed in his Budget speech 
the different means of supplying the deficiency. He 
" hoped it would not be by retracing the steps taken 
in 1853, by restoring the soap duty, or arresting the 
fall of the tea duty. About a million, he said, might 
be added to the revenue in this way ; but it would be 
at the cost of a serious disturbance of trade and of 
great discomfort to a multitude of persons." If it 
would cause such disturbance and discomfort to 
raise a million by additional indirect taxation, what 
would be the effect of raising five, nine, or ten 
millions ? 



You may say : — keep the income-tax for periods of 
war, and dispense with it in times of peace. I reply 
that this is possible. But the official machinery by 
which the tax is assessed, is complex and delicate, 
and like other machinery rusts by disuse. We have 
seen that the first yield of the tax, in 1842, was 
about £700,000 for each penny in the £ ; while it 
now amounts to twice as much. It seems to be 
assumed that the taxable income of the nation has 
doubled in thirty years (an increase out of all pro- 
portion to that of population). If it were possible 
however, to make an accurate calculation, we should 
find I beUeve, that a considerable part of the in- 
creased yield has arisen from the perfecting of 
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the machinery of assessment. AboKsh the tax for 
a few years and then reimpose it for a year or two, 
and it would probably be far less productive, because 
there would not be time for the assessors to sweep 
all the possible contributors into their net, or to 
ferret out all the shifts by which payment is evaded. 

But there is another arofument which weio^hs more 
heavily with me ; and which, if it is sound, is con- 
clusive in favour of our retaining the tax as a regular 
source of revenue. It is that as we have in fact, 
though not in theory, a legislature of rich men, it is 
highly expedient for the people to see that an excess 
of taxation is laid on the affluent classes. Now here 
is a tax producing some ten millions £ a year, 
none of which is payable by persons having less 
than £100 a year : and since wages in England 
and Scotland vary from £30 to £80 a year, ad- 
vancing in a few cases to £100 or £150, the limit 
of £100 a year exempts from the income-tax all 
but the richest of the working men: not a penny 
of it is paid by the farm labourer, nor by the hod- 
man, nor by the dock labourer, nor by the ordinary 
artizan. All the discontented classes who have 
reason enough to repine at fortune, see that one 
large branch of taxation is laid on the shoulders of 
the middle and upper classes alone. 

Some men, and thoughtful men too, are so much 
enamoured of direct taxation, that they would extend 
the income-tax to wages generally. As a manufac- 
turer I should regret to have to stop 6d. or Is. from 
every £ I pay away : as a student of social economy 
I should condemn these deductions as injurious to 
our political progress. 

L 
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At present the working classes, who as the over- 
whelming majoritj of electors, have in their hands 
the power of choosing a very large part of the House 
of Commons, have exhibited singular moderation. 
We might have expected after Mr. Disraeh's Reform 
Bill of 1867, that a great change would take place in 
the constitution of the House, by the choice of work- 
ing men as members. We all know that there has 
been much talk about candidates of that class, but 
that not one has been elected. I do not vaunt the 
fact in itself; but I do rejoice in this proof that 
the artizans respect the more educated ranks and are 
content to leave power in their hands. Now give 
these men a grievance, not reasoned about but felt, 
and that respect and that content might disappear. 
The stoppage from wages would be a subject of 
angry talk every Saturday night in every tavern 
through the three kingdoms : there would be defence- 
leagues or unions calling on the representatives in 
Parliament to get this hateful impost abohshed ; and 
at elections the test would be " Will you vote for the 
repeal of the wages tax ?" It would not be working 
men as such that would be sent to Parliament, but 
adventurers without scruples, who would take that 
test or any other test to secure their election. It 
would be folly to create a grievance which would be 
felt by every labourer in the three kingdoms. 

I repeat then, that so long as the income-tax is 
levied on the middle and upper classes only, I regard 
it as a proof to the labourer that he is treated with 
tenderness. I am fully aware that it would be pos- 
sible to make this exemption of wages illusory, by 
adding to the duties on commodities generally con- 
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sumed, an equivalent of the amount wliioli the 
labourers escape in income-tax. Additional duties 
imposed on tea, sugar, malt, gin, might produce as 
much as 7d. in the £ levied on wages. But I am 
not advocating any such sleight of hand ! 

I have declared before that so far as justice is 
concerned, and reserving the claims of mercy and 
expediency, men ought to pay in proportion to their 
incomes until we find a better measure of the cost 
incurred by Government; and I have shown in a 
former Section that this can be accomplished only 
by analyzing the amounts yielded by each tax, and 
ascertaining what proportion is paid by the working 
classes and what^ by the other classes. I have 
actually given a conjectural estimate; and I have 
been unable to pronounce an opinion as to the fair- 
ness of the present partition, only because we do 
not know what is the aggregate income of the 
working classes. Parliament should investigate this 
question in order to get a basis for just taxation. 
When this was done we could say whether the 
middle and upper classes paid their income-tax in 
addition to the amount which could fairly be claimed 
from them, or only as a part of that amount. If as 
an addition, there would be the greater reason for 
the satisfaction of the working classes ; if only as a 
part of their fair share, the working classes might 
require continued exemption as a matter of justice. 

I maintain then, that one of the great advantages 
of the income-tax, is that it is a visible sign to the 
labouring classes, of a iust and even merciful con- 
sideration on the part of the Legislature of the 
claims of labour and poverty. The artizan or the 
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farm servant, knowing that his employer and the 
landlord were paying this direct and offensive im- 
post from which he was himself exempt, will endure 
more contentedly the hardships of his life. How 
different from the condition of affairs a century ago 
in France, where it was the nobles and the clergy 
Avho escaped such taxes as the tallle^ which was 
levied only on the middle and lower ranks ! 



XXI. 

PERMANENT, TEMPORARY, OR PRECARIOUS INCOMES: 

VARIOUS RATES, 

IT cannot be pretended that the income-tax is all 
perfection: we must even concede that it has 
one striking imperfection ; I mean the inquisitorial 
character of the proceedings necessary for the 
assessment of trading and professional incomes; 
to say nothing of the fraudulent concealments prac- 
tised by the contributors. Unfortunately, most 
considerable imposts are open to similar objections. 
Take for example, that on tobacco, an article rightly 
taxed, because while it is consumed by all classes, it 
is, if not a luxury, at any rate a superfluity. But 
this tax has the very serious drawback that it causes 
smuggling, and all the evasions and tricks caused by 
that popular practice. 

But the defect most talked about in the income- 
tax is of a different kind : it is the alleged unfairness 
of charging alike all incomes whatever may be their 
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character: the alleged unfairness of requiring the 
same rate of payment from the professional man 
whose income ceases at his death or even if his 
health fails ; from the trader whose income though 
less uncertain than that of the lawyer or physician 
is still precarious; and from the landlord or fund- 
holder or mortgagee, who not only enjoys his 
income for hfe but also hands it down to his heirs. 

I have already shown how Mr. Gladstone, in 1853, 
ignorant of the imminent Crimean War, made such 
financial arrangements as he thought would ex- 
tinguish the tax in a few years by a process of 
gradual reduction. At that time he said ^^^ that the 
tax could not be made a permanent one, without 
such changes as would remove the various inequali- 
ties that disfigured it : and he found such difficulties 
in effecting this equalization that he despaired of 
accomplishing it, and would rather abandon the tax 
as an ordinary branch of revenue. 

The income-tax had been met by this objection 
manv times before : in 1842, when Sir Robert Peel 
first imposed it; in 1845, when he renewed it for 
three years; in 1848, when Lord John Russell 
extended it for another three years ; in 1851, when 
Mr. Joseph Hume induced the House to appoint a 
Select Committee to consider the question: Mr. 
Disraeh, in his abortive Budget of 1852, had actually 
intended to make two distinctions between temporary 
and permanent incomes : those derived from pro- 
perty were to pay as low down the scale as £50 a 
year, while industrial incomes were to be exempt up 
to £100 a year; and secondly, while the ordinary 
rate was to be 7d. in the £, Schedules B, D, and B, 
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were to pay only 5^d. Next year, Mr. Gladstone 
moved a little in the same direction, by allowing 
those who insured their lives to deduct their 
annual premiums from their assessments, up to a 
certain amount. 

Passing on to 1861, I find " Mr. Hubbard's Com- 
mittee " making a report to the House of Commons ; 
a report unfavourable to the establishment of a 
varying rate. I carefully read that report when 
it appeared; and after comparing the evidence 
appended to it with that given in the report pre- 
sented by Mr. Hume's Committee of 1852, I fully 
understood why it was impossible to recommend any 
change. If the witnesses examined by these Com- 
mittees had agreed on any principles from which a 
condemnation of the uniformity could have been 
inferred, the conclusion might have been diflferent. 
But in fact there was extraordinary discrepancy in 
the evidence. 

I found one man saying ^^' that a contributor 
ought to be taxed in proportion to the income which 
he can afford to spend ; and that as the income-tax 
is only temporary, its incidence ought to be nearly 
the same as that of duties on commodities. I found 
another who regarded the income-tax as permanent, 
and who declared that among many advantages it 
possessed this eminent one : — that its incidence was 
quite different from that of duties on commodities, 
since it took toll from those frugal men who, with 
large incomes and few wants, contributed little to 
taxation on expenditure. I found a third maintain- 
ing that everyone should pay according to his ability, 
that his ability should be estimated, not according 
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to present income, but according to the property 
possessed; property however, being taken to mean, 
not merely land and houses and funds and other 
external objects, but also skill and abilities and every- 
thing else inherent in the contributor : further, that 
every income should be regarded as an annuity, and 
should be taxed according to itfl capitalized value. 
A fourth told the committee that savings ought not 
to be taxed, because when invested, they yield an 
income which is afterwards subject to taxation ; and 
that as it is impossible to make allowance for in- 
dividual frugality. Government ought to presume 
that savings will be made by the possessors of 
temporary or precarious incomes ; and besides this, 
that justice requires each contributor to pay, not an 
equal proportion of his income, but such a sum as 
shall in every case entail an equal sacrifice. Other 
opinions I found : that capital should not be taxed 
in passing from hand to hand; that savings are 
capital, and should therefore be exempted ; that pro- 
fessional education and the sacrifice of time in 
waiting for practice, are virtually capital, and give a 
claim to exemption ; that the tax-assessor should go 
to persons i not things ; that he should go to things j 
not persons ; that age should he taken into account; 
that age should by no means be taken into account. 

Several of these witnesses held high rank as social 
and political philosophers. From such various and 
conflicting premisses they all drew the same in- 
ference: that partial or entire exemption ought to be 
granted to saving men, to professional men, to 
traders, to holders of terminable annuities. 

For the last dozen years we have heard little on 
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this vexed question: a writer here and there has 
raked it up ; it has formed a topic for declamation to 
some unfortunate who has undertaken to speak at an 
" anti-income-tax " meeting : but there has not been 
in ParUament the former frequent and determined 
onslaught, followed bj a timid and hesitating de- 
fence. Men's minds have reconciled themselves to 
uniformity of rate as inevitable. 

But it seems to me that this uniformity is capable 
of defence on principle, and is not merely to be 
tolerated under necessity, the tyrant's plea. In a 
former Section I have investigated the question : — 
" What is equality of taxation ? " I have found the 
principle of justice to be simply, that as everyone, 
pays his baker and tailor and builder according to 
the cost each of these has incurred on his behalf, so 
he is fairly called on to repay to Government the 
cost it has incurred in protecting and benefiting 
him ; and as it is impossible to calculate what share 
of army, navy, pohce, or civil service is chargeable to 
each individual, it is assumed in the absence of a 
better test, that that share may be taken to be in 
proportion to each person's income. Setting aside 
therefore, the wide exemptions granted on the score 
of mercy or of expediency, every contributor ought 
to pay so much for every £ of income. The income 
of £100 is assumed to cost for Government protec- 
tion one-tenth of the cost of an income of £1,000; 
and it is inferred that the owner of the one should 
pay one-tenth of what the other owner pays. 

Imagine that in 1842, when the income-tax was 
imposed, I had an income of £500 for seven years : 
you had the same income for life : was it just to 
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tax US both at the same 7d. ? I reply that in 
1843 and in each of the succeeding six years, it 
cost the Government the same to protect my £500 
as to protect your £500. But from 1849 till the 
present day, you have gone on causing this annual 
cost, and you have repayed it each year: on the 
contrary, since 1849, my income having ceased to 
cause a cost to Government, I have ceased to pay. 
Why then, should I have been charged a lower rate 
during the seven years I paid ? 

I admit one considerable exception. My argument 
is founded on the supposition, that the Government 
cost is incurred in maintaining army, navy, courts of 
justice, and in the performance of all those duties 
which have to be repeated each year : never ending, 
still beginning. But there is a cost of a different 
kind : in excavating and building fortifications, in 
the improvement of harbours, in the construction of 
railways : many of the European administrations 
have laid out vast sums in this way. These improve- 
ments are permanent : the cost of them is incurred 
for future generations as well as the present. If Sir 
Eobert Peel had wanted his additional four or five 
millions in 1842, for the purpose of making railways 
or harbours, would it have been fair to charge you 
and me the same 7d. in the £, while you and your 
heirs with your permanent income would have had 
the benefit for an indefinite time, but I should have 
had it for only a short time? Certainly, quite 
unfair. The remedy is easy : borrow the money, 
and repay it by annual instalments. 

Current Government expenditure then, is justly 
charged at a uniform rate on all incomes great or 
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small, temporary or permanent (though exemption is 
granted in certain cases on grounds of mercy or ex- 
pediency). Now let us apply this principle to the 
various reasons assigned for a varying rate. But 
first let us see what the question at issue really is. 
Only a part of the revenue is raised by an income- 
tax, and it may be that some persons pay more than 
their share of duties on commodities, and on that 
ground may claim partial or entire exemption from 
income-tax. I have pointed out in another Section 
that before we can fairly apportion the claims on 
contributors, we must construct a schedule of the 
various amounts paid by each class : I have given a 
conjectural schedule to illustrate my meaning. It 
might turn out that the working classes paid so 
large a proportion of the duties on tobacco, siigar, 
and other imports, on malt, gin, and other exciseable 
articles, that exemption from income-tax was due to 
them. 

To escape from this complication, let us imagine 
that all the national revenue was levied by an 
income-tax : in that case, would it be just to charge 
temporary and permanent incomes at the same rate ? 



I will return to the paragraphs in which I have 
enumerated the various arguments of the witnesses 
before the Committee. First, we are told, a man 
should be taxed according to the income which he 
can afibrd to spend. I have £1,000 a year for ten 
years : if I spend annually £1,000, then ten years 
hence I shall have nothing : how much must I spend 
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and save to secure a uniform permanent income ? I 
must spend about £350 a year ; and then the £650 
I save, together with compound interest, will give 
me at the end of ten years such principal as will 
furnish me an income of about the same £350 that I 
have been spending. I can only "afford to spend" 
£350 a year ; and I ought to be taxed only on tbat 
amount. This is that capitalization of income, re- 
commended by another witness. It was objected 
that though a man with £1,000 for ten years, ought 
to save £650 of it, he probably would not do so : the 
reply was that Government could not follow each 
man into his private habits ; that it must be content 
to deal with classes ; and that it might presume the 
savings to be generally made by the members of the 
class. 

Putting aside these niceties, I apply the broad 
principle: my sum of £1,000 this year requires the 
same Government protection that any other sum of 
£1,000 requires; it costs the Government as much; 
therefore I ought to pay on the whole £1,000. The 
£650 I save will be principal which will yield me 
perhaps £35, and as this £35 will require protection, 
I must pay on this also. 

"But with your small means you will pay the 
same as your neighbour who can afford to spend 
£1,000." — Only for a time : only for ten years : 
after that time he will pay on £1,000, I shall pay on 
£350: each of us will recoup to Government what 
we have cost it. 

" But these savings are Principal, and an income- 
tax does not tax principal ": — my sum of £1,000 this 
year is not principal : the £750 I save out of it is 
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principal next year, and is not taxed ; it is only the 
£35 it yields which is taxed. 

" But still it seems hard that you and your neigh- 
bour should pay the same." — It is just the same 
hardship that is felt in the fact that my neighbour 
and I pay the same 8d. for a loaf, lOd. a lb. for beef, 
a guinea for a consultation with a physician. The 
£1,000 costs Government the same in protection, 
whether it belong to a poor man or a rich one : that 
cost, justice (subject to modification by expediency 
or mercy) requires both to repay. 

There are cases certainly, in which it would be 
unjust to tax my £1,000 a year. I retire from 
business, and my successors undertake to pay me this 
annuity for 10 years. It may be that such is the value 
of the stock and plant I leave behind, and which they 
pay for by ten instalments; this is a payment of 
principal: nor do I imagine it would be taxed, if 
reasonable precautions were taken in the terms of 
the bargain. Probably, my successors give me five 
per cent, interest on these sums : £500 the first 
year, £450 the second, £50 the last year; these 
sums of £500 down to £50 would properly be taxed. 
But if no interest is paid me by my successors, it 
must be because the £10,000 is more than the value 
of what I sell, and contains an allowance for interest. 
That part which is principal ought not to be taxed. 

Now take the case of persons of different ages : 
one about 30, who may expect to live another 30 
years; another of about 50 who cannot expect to 
live more than 20 years. In a particular case the 
elder person may survive the younger ; but if you 
take all persons of 30 and all persons of 50, those of 
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30 may anticipate ten more years of life. If the 
person of 30 and he of 50 have each of them an 
annuity of £1,000, and if both determine to sell it 
for a sum paid down, the younger person will get the 
far larger price : the capitalized value of £1,000 a 
year for 30 years, is considerably greater than that 
of the same annuity for 20 years. Or, in another 
form, if each person wants to save for his family, the 
older man must save at a greater rate, and cannot 
afford to spend so much. If then, we accepted the 
alleged principles; that a man should be taxed 
according to what he can afford to spend ; and that 
every income should be charged according to its 
capitalized value; the man of 50 should pay less 
than the man of 30. The annuitant of 30 years old 
in 1842, would have had to pay at a high rate : if 
that man were now living, he would have arrived at 
the venerable age of 61 or 62, and would have to 
pay at a low rate. In each of the thirty years his 
assessment would have gradually lessened. 

But if my principle be accepted, this elaborate 
system disappears. In the present year, the elderly 
man has an income of £1,000 : the defence of this 
costs the Government just the same as the defence of 
any other £1,000 : therefore the tax ought to be the 
same as the tax on any other £1,000. If we were to 
be quite exact, we might even say that an old person 
requires more protection than a younger one, and 
that the property of an old person is more hkely to 
require Government intervention than the property 
of a younger one : that therefore, age should be 
taxed more heavily than youth. 

Whether we should assess persons and not things, 
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as some hold, or things and not persons, as others 
hold, might be much discussed if taxation were being 
invented for the first time. Government incurs cost 
in two ways : in protecting persons and in protecting 
things. All persons require protection to whatever 
class they belong ; and it might be difl&cult to deter- 
mine whether the working man or his employer is 
most exposed to violence. The tramp no doubt, may 
sing or laugh in the presence of the highwayman ; 
his empty pockets are his shield : but there are few 
mechanics or perhaps farm labourers who may not 
be attacked. Women of the lower classes at any 
rate, are much exposed to violence. Every head of a 
family therefore, ought in justice to pay a fixed sum 
for personal protection. But the very name of a 
poll-tax is historically odious ; besides that in our 
government by the rich, it would be highly inex- 
pedient to insist on strict justice. 

We have no need then, to go to persons : we shall 
do better to proportion our claims to the incomes 
that persons have : let us go to things, not persons. 

It is unnecessary to consider at length the other 
dogmas; that property only should be taxed, but 
that among diflferent kinds of property we ought to 
include the inherent abilities of men : and again that 
none of that property which is capital ought to be 
taxed, and that therefore, professional men ought to 
escape as regards their education and their good- will 
which they have created by waiting for practice. 

My answer is, that what we are dealing with is an 
income-tax. It is indeed by a euphemism, sometimes 
called a Property and Income Tax ; but in fact 
property is assessed only so far as it yields income. 
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The strict application of my principle might lead to a 
different result : for though I have written of the 
Government cost in protecting income, the more 
exact expression would be "in protecting property 
and income " : and we might ask the question, 
whether some kinds of property do not cost more 
than other kinds to protect them. The beautiful and 
rich contents of a jeweller's shop, and even the 
metals in a manufacturer's shopping, are much 
exposed to depredation ; but no one can carry away 
an acre of land. So far, the retail dealer and the 
manufacturer ought to pay more than the landlord, 
because they cause a greater expense to Government 
(general and local) in police, and courts of justice. 
But in fact they do pay more, because they pay, not 
on a valuation of property, but on the income that 
property yields. The jeweller probably earns 20 
per cent, on his capital, the manufacturer 10 or 15 
per cent. ; but the landlord only gets 3 per cent, 
on his principal invested in land. The jeweller and 
the manufacturer then, pay three or four or seven 
times as much as the landlord in proportion to their 
respective properties. If these traders' stock causes 
an expense to Government, three or four or seven 
times as great as the expense caused by land, then 
the multiple payment is just. 

Now let us look at the dogma that property alone 
should be taxed. If this rule were adopted, the 
landlord would pay vastly more than at present : on 
every £1,000, yielding £30, he would pay the same 
as the jeweller on his £1,000 yielding £200 ; and the 
same as the manufacturer on his £1,000 yielding 
£100 or £150. The fundholder and the mortgagee 
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would be treated as the landlord. The incidence of 
the tax would be greatly changed. 

Here we encounter the wonderful proposal that 
capital and its income should be free from this tax. 
Capital certainly, as represented by the stock of the 
jeweller and the stock and plant of the manufacturer, 
causes more cost to Government in protection than 
land, which so far as the landlord is concerned, is 
exempt from the risks of larceny, burglary, and 
arson ; and if you say that growing crops and ricks 
are exposed to these, I reply that these are capital. 
If then, all the national revenue were raised by 
taking a tenth or a ninth of each man's income (or 
a proportionate share annually of each man's pro- 
pei'ty), it would follow that capital, which costs the 
Government a great deal to defend, would under Mr. 
Mill's proposal pay nothing. It seems futile to say 
that capital reproduces itself, and that if the repro- 
duction pays again, there follow two payments 
instead of one : I reply that there are two costs to 
Government, the cost of defending the capital, and 
that of defending the reproduction ; and that there- 
fore two payments are due to Government. 

But if the tax were levied on property and not on 
inconie, what would be the position of professional 
men ? They get an income by their skill and in- 
dustry, and most of them during the greater part of 
life have no realized property, but rather an excess 
of debt above assets. Are these men to escape all 
repayment to Government of the cost of protecting 
them (still assuming the existence of this tax alone) ? 
No, says one witness; the cost of their education 
must be reckoned as principal, which must be taxed ; 
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yes, says another, they ought to be excused all 
taxes ; because if you even reckon their skill as a 
principal, it is of that kind of principal which pro-r 
duces, and is therefore to be regarded as capital, a 
property which ought not to be taxed. Can we 
beheve that such wire-drawn arguments will possess 
the ear of even the most ingenious Chancellor of the 
Exchequer, or that any pohtician of the least ex- 
perience, would venture to broach them before a 
practical House of Commons? 

If, after all, justice require a change in the direc- 
tion of taxing property rather than income, let it be 
made. So far as it would fall on large realized 
fortunes I should not regret it : but I should regret 
it so far as it would fall on those thousands of 
strugghng families, of widows and orphans, as well 
as of disabled men, who exist or vegetate on the 
interest of small principals. Such cases however, 
might be met by the extension of exemptions. 



I have now considered the various and partly con- 
tradictory opinions, alleged by the witnesses before 
the Committees of the House of Commons. I have 
tried to show that most of those opinions are incon- 
sistent with the principle, that in justice everyone 
ought to recoup to Government the sums laid out on 
his behalf. I have conceded that strictly speaking 
the tax ought to be really as well as nominally a pro- 
perty as well as an income-tax : but I have pointed 
out that in certain cases (those of retail dealers, manu- 
facturers, and landlords) the smaller tax on property 
is partly defensible by the smaller cost incurred by 

M 
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Government in defending it. It will be seen that to 
class together land and professional abiUty, and 
to call them both property, is to huddle together 
things which are of diflTerent kinds, since the land 
requires direct protection from high handed in- 
truders, while the experienced physician and the 
learned lawyer do not call on the Government more 
than other men. 



NOTE I. 



There are two nice questions worthy of attention : 
the first is, whether unoccupied land and buildings 
ought to pay income-tax. 

Imagine in a populous town an acre of land 
unused : the owner persuading himself that by 
keeping it void for fourteen years he will certainly 
get double rent, and possibly treble or quadruple. 
So long as we are concerned with an income-tax 
only, the owner may say that he gets no income and 
is therefore entitled to exemption. But if we go 
back to first principles, the case is not so dear. 

By the supposition, the land, if worth £1,000 at 
starting, is worth £1,050 at the end of a year : the 
£50 may fairly be called income. At the end of the 
second year the land is worth £1,102. 10s. Od. : 
the £52. 10b. Od. may fJairly be called income. The 
owner then, might justly be called on to pay tax ; 
the first year on £50, the second year on £52. 10s. Od., 
and on an amount increasing every year. And it 
must be remembered that this accords with the true 
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principle : because the owner puts Government to 
cost in protecting his void land ; in maintaining his 
just title against claimants, and in warning strangers 
from seizing the land for building. In justice then, 
the owner should pay. 

You may object that justice will be satisfied if the 
owner begins to pay at the end of the fourteen years, 
because he will then pay on double the amount ; on 
£100 instead of £50. But let us see what would 
happen if the owner let the land at the beginning of 
the fourteen years instead of at the end : in that case 
the occupier would pay on £50 in each of the fourteen 
years. Yes, you will say; and for the remaining 
years of the lease (probably 85) the occupier will 
continue to pay on £50 a year, whereas if it were 
kept void for fourteen years, he would pay on £100 
a year during those 85 years : surely, you will add, 
it is the interest of Government to encourage such 
holding back, by exempting the land from tax during 
the fourteen years. I answer, that this argument 
overlooks one important feature : it neglects the fact 
that the land rises in value, not because it is kept 
void, but because the town is growing around it. If 
the land is let at once for £50, it will still be worth 
£100 a year at the end of the fourteen years. Then, 
you will oljject, the Government ought to receive a 
tax on £100. The Government will receive this tax ; 
it will charge on the appraised value of the land and 
the buildings on it. The Government wiU receive 
from the tenant^ in respect of the land, on £50 for 
the first year, on £52. 10s. Od. the second, and on a 
steadily increasing sum, amounting at the end of 
fourteen years to £100. The owner has held back 
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from letting, not to increase the value of the plot, 
but to secure the increase to himself. 

So much for justice. Whether it would be ex- 
pedient to commit an apparent injustice, is another 
matter. Besides this, there are many difficulties in 
appljdng the principle. I have a large house vacant 
in the town : vacant because I cannot find a tenant, 
and not because I fancy that a house will improve in 
value by being kept empty. Here there is no in- 
come, actual or virtual : there is in truth an expense 
in taking care of the house, and a loss in the deteriora- 
tion by want of occupation. Income there is none : 
loss there is considerable. Yet the local and general 
government's expense in defence of title, and in pro- 
tection from depredation, is as great or greater than 
if the house were occupied. Justice then says, exact 
the tax; but expediency and mercy say, do not 
exact it. 

There are very numerous cases too, of sites 
covered with tumble-down houses, the owners of 
which could get a larger income by sweeping the 
place clear and letting the land for new buildings. 
The owners prefer to wait a few years, in the hope 
of securing a higher rent. In justice, such men 
ought to be charged on the full value of the land, 
instead of on the rent they receive : if vacant land 
and houses were taxed, these owners of dilapidated 
dwellings must be rated on the full value of their 
sites. But we may apply to these niceties the 
common phrase, de minimis non curat prcetor : by 
demanding the utmost penny you seem guilty of 
extortion : by demanding an income-tax where there 
is no appearance and no reality of income, you seem 
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harsh and grasping. If ever the income-tax were 
set aside and a property-tax replaced it, the owners 
of vacant land, void houses, and sites imperfectly 
used, might be called on to pay. 



NOTE II. 



The second question is of a very different kiud. 
It is this : — where a son receives an allowance from 
his father, and lives on it independently, ought he to 
pay income-tax ? So long as a son lives in his father's 
house, no one would think of taxing the value of the 
food he eats, the clothes he wears, the pocket-money 
he spends. But if he marries and becomes a house- 
holder, the case is apparently changed. Suppose he 
has an allowance of £1,000 a year : it looks strange 
to say that he is to pay nothing, while the manufac- 
turer, his neighbour, has to pay on his profits, the 
young physician getting his £500 a year has to pay 
on his fees, the widow has to pay on her £300 a 
year in the funds. Is the idle man to be excused 
a tax which would be charged to him if he earned 
his living? 

On the other hand, the father already pays on the 
£1,000: and if the son also pays, the £1,000 will 
be taxed twice. To this it may be answered, that if 
the father spent the money in giving medical fees and 
in buying pictures, the physician and the artist would 
pay tax, and then the £1,000 would be taxed twice. 
Ought the son who is a drone to be treated better 
than the working bees ? 
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Before we come to a decision, we must recollect 
that our income-tax was imposed at first as a substi- 
tute for custom and excise duties : that we get our 
wine and glass cheaper in consequence of the change. 
Now if the income-tax were aboUshed, and duties on 
commodities were reimposed, the idle son would have 
to pay additional duties on the articles he bought: 
this seems an excellent reason for our calling on him 
to pay income-tax. On the other hand, if the income- 
tax were abolished, the father would escape the 
payment on the £1,000, and he would not pay the 
new taxes laid on as substitutes: this seems an 
excellent reason for hereafter granting to the father 
an exemption from the tax on the £1,000. That is, 
the burden ought to be shifted from the father to the 
son. This however, cannot be done by the Govern- 
ment, which must tax income where it finds it 
earned. The remedy nevertheless, is easy : — ^let the 
father deduct from the son's allowance, the tax he 
pays on it. This is just: it is also conformable with 
the law ; which empowers the deduction, where there 
is a binding agreement to pay the annuity, without 
any provision as to the tax. 
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CHAPTER IV.— RECAPITULATION OF CHAPTER III. 



XXII. 



AS Chapter III. has grown into a treatise, it will 
be well to recapitulate the substance of each 
division. 

In the first division (Section XIV) , I have stated 
the problem we have to solve: — is the income-tax 
in accordance with the great principles of justice, 
mercy, and expediency? I have pointed out that 
bitterly as the tax is felt and resented by large 
classes, the grievance is not one easily got rid of, 
because it does not press on the people at large, and 
cannot be agitated against by popular declaimers, and 
through mass meetings and cartloads of petitions. 

I have given a sketch of the income-tax formerly 
in England and France; and have shown how the 
illustrious Vauban died in the effort to estabhsh 
the dime royale^ and reform taxation under Louis 
XIV; who resented the impertinent meddling (as 
his Grandeur thought) of a man far superior to 
himself in sense and genius. It seems that in Adam 
Smith's eyes, the Capitation-Tax, as it was then 
called, was intolerable, because it imported the in- 
quisitorial proceedings inevitable imder our Schedule 
D. To avoid this formerly, men in England paid 
according to their rank, while in France the nobility 
did the same, but others had to submit to a yearly 
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assessment. Since 1789, the French have hated the 
name of that tax as we historically hate the name of 
a poll-tax ; and France with its flickering patriotism 
has refused to tolerate an income-tax ungrudgingly 
borne by England and the United States. 



The next division (Section XV), narrates the 
history of the income-tax from 1842 to 1852. Sir 
Robert Peel, in 1842, by a rather turgid appeal to 
the patriotism of the nation, established the tax as a 
temporary burden, for the purpose of restoring an 
equilibrium between the income and the expenditure, 
and of amending the tariff of custom duties. In 
1845, on the expiration of the three years for which 
the tax was imposed, another and greater reduction 
of duties (extended to the excise) brought a renewal 
of the income-tax : which however, was still pro- 
nounced to be temporary. The tax had had the 
support of the " Philosophical Radicals, " but bitter 
opposition from the Whigs. Yet Lord John Russell, 
being in power in 1848, found himself obliged to 
follow ignominiously in the wake of his life-long 
rival (a much gresfcter minister) and to continue the 
tax he had denounced ; nay even to propose, though 
unsuccessfully, to raise the rate from 7d. to Is. In 
1851, he had again the same humiUating task. Still 
there was talk about putting an end to the hated 
impost. Throughout the various debates also, there 
had been strong support given to the claims for a 
diminished rate in the case of temporary or pre- 
carious incomes; and in 1851 Mr. Hume obtained 
a Select Committee on the subject. 
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In 1852 (Section XVI), after the abortive Ministry 
of the late Lord Derby and Mr. Disraeli, Mr. Glad- 
stone became Chancellor of the Exchequer, under 
Lord Aberdeen. Mr. Gladstone denounced the in- 
come-tax as a permanent means of revenue, but 
confessed the impossibihty of immediate abolition. 
He proposed that it should be re-imposed at 7d. for 
two years, at 6d. for two years more, and at 5d. for 
three years : that then it should cease. He extended 
it to Ireland, and lessened the exemptions in Great 
Britain. This was in 1853, and the diminishing 
scale was to end in 1860. Never was ministerial 
foresight more flouted by fortune. The very next 
year after the construction of this scheme of euthan- 
asia, the Crimean war broke out, and the tax in a 
short time was more than doubled. 



The early part of the year 1857 (Section XVII) 
found us paying no less than Is. 4d. in the £. But 
peace brought the rate down to 7d. and afterwards 
to 5d. Our liberation seemed at hand. In 1859 
however, came the Italian war, when Louis Napoleon 
at Magenta and Solferino beat the Austrians out of 
a great part of the Peninsula. It was necessary for 
us to be ready for the defensive, in case the tide 
of war should reach us : the rate was raised from 
5d. to 9d. and then to lOd. Since then it has twice 
been 7d., twice 6d., three times 5d., three times 4d., 
and in 1873, 3d. 



This concludes the thirty years' history of the tax. 
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The first question that arises out of it is whether 
justice and mercy and expediency have been fairly 
regarded in the exemptions of small incomes. Sec- 
tion XVIII deals with this question. It first gives 
a history of the different exemptions under Sir 
Eobert Peel in 1842, under Mr. Gladstone in 1853, 
under Mr. Lowe in 1872 and 1873. The following 
are the results of the tables I give : — 

Incomes under £100 have been untaxed through 
the whole period from 1842 to 1873. 

Incomes /rom £100 to £150 were equally untaxed 
from 1842 to 1853. 

They paid from £2 to £6 a year from 1853 to 1863. 
„ 15s. to £2. 12s. 6d. „ 1863 to 1872. 

„ 8s. 9d. to £1. 9s. 2d. in 1872. 

Incomes /rom £150 to £200 paid the full rate (just 
as those of £1,000, or £10,000 a year) until 1863. 
They paid less by £1 to £1. 15s. from 1863 to 1872. 
„ „ £1. 13s. 4d. in 1872. 

Incomes from £200 to £300 paid the full rate (just 
as those of £1,000 or £10,000 a year) until 1872. 
They paid less by £1. 13s. 4d. in 1872. 

Then comes the inquiry, why these changes were 
made: the reply is, that they followed naturally 
from the original absurdity of entirely exempting an 
income of £149. 19s. lid., and levying the full tax 
of £4. 7s. 6d. on an income larger by only one 
penny. The perplexities would have been avoided 
if £150 had been deducted from all incomes ; leaving 
£1,000 to pay on £850, and £10,000 to pay on 
£9,850. To do this now would not seem alarming ; 
since already by extending the tax to Ireland,- by a 
more experienced assessment of fluctuating incomes, 
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and by the great increase of wealth following free- 
trade and the gold discoveries (under which our , 
exports have risen from 50 miUions £ to 250) the 
produce of the tax at 7d. in the £ has risen from 
something over 5 miUions £ to about 11 or 12 mil- 
lions £. 



Section XIX is an attempt to solve the general 
problem : — Should the income-tax be continued or 
abolished ? It cannot be pleaded in its favour, that 
as the greatest of direct taxes it goads the contribu- 
tors to insist on national parsimony : such a position 
is untenable in the face of the fact, that notwithstand- 
ing a large diminution in the interest on debt, the 
annual expenditure has grown by 15 millions £; 
and in face too of the declaration of experienced 
financiers, that the fatal facility of adding a penny or 
twopence to the rate presents a dangerous tempta- 
tion to the Ministers of the Crown. 

If then, the tax is to be defended, it must be on 
other grounds. One of these is the advantage of 
getting at wealthy men, who through morbid desires 
or fears, hoard and spend not. An answer is given 
to the objection that saving ought to be encouraged, 
on the ground that the private vice of avarice is a 
public benefit : the benefit is denied as to a country 
such as England or France where capital is in excess. 
If any persons have a fair claim to exemption, it is 
not the niggardly men, however strictly just they 
may be, but the men of pubhc spirit, who without 
pay and often without ambition, give time and money 
to the promotion of the public interests. 



172 TAXATION. CHAP. IV. 

The argumentation as to continuance or abolition, 
is continued in Section XX. The flexibility of the 
tax is shown to have its advantages. On a sudden 
demand for an augmented national income, to 
enhance by Id. or 6d. in the £ a tax already 
levied, is easy; but to re-estabUsh it is more diflB- 
cult. Machinery rusts when out of use. The increase 
too, avoids that disturbance of wholesale and retail 
trade, which attends all additions to custom and 
excise duties. 

Another advantage is that the tax spares the 
working classes, except the few getting nearly £2 a 
week all the year round. In a country like ours, 
where the rich are predominant, it is of paramount 
importance to make it clear to the many poorer 
people, that the governing classes are wilhng to lay 
a special tax on themselves; following in this respect 
a course the opposite of that which prevailed in 
France before the Revolution of '89, when the people 
paid taxes from which the nobles and clergy were 
free. Those economists then, the fanatics of direct 
taxation, are wrong, who would rob the tax of this 
excellence by extending it to wages of all amounts. 



In Section XXI. I discuss at some length the 
important dogma, long and vigorously maintained, 
that incomes of different kinds ought to have heavier 
or lighter rates imposed on them : that in fact, tem- 
porary or precarious incomes ought to have partial 
exemption. As to the general assertion, that inde- 
pendently of the hardship of taxing all alike, the 
mere necessity of an inquisition into the gains of 
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traders and professional persons, is an insuperable 
objection to the system, I reply that all means of 
raising a national revenue bring evils in their train : 
in the case of custom duties on tobacco and brandy, 
there follows smuggling ; in the case of excise duties 
on gin and manufactured tobacco, there follow illegal 
distilling, trickery, lying, and fraud. 

From a sketch of proceedings in Parliament, it 
appears that the claim of partial exemption for ter- 
minable or precarious incomes, was acknowledged to 
be valid thirty years ago, by many men of mark ; and 
that at a later date, Mr. Disraeli as Chancellor of the 
Exchequer proposed that it should be granted. Mr. 
Gladstone did not deny the justice of the claim ; but 
refused to entertain it, on the ground that the problem 
of the comparative permanence of diflferent classes of 
income was insoluble. He acknowledged the prin- 
ciple however, in permitting a partial deduction from 
assessments in respect to premiums on life insurances, 
and in other similar cases. 

I contend in opposition to these authorities, that 
the claim for partial exemption is unfounded. This 
follows from the fundamental principle, which re- 
quires every contributor to pay according to the 
cost he causes to Government ; and the only way in 
which the claim to partial exemption can be main- 
tained is, by showing that Government incurs less 
expense in protecting temporary or precarious in- 
comes than in protecting established and permanent 
ones. This proof has not been even attempted. 

This Section also contains a compendium of the 
report of the Committee of the House of Commons : 
it exhibtts the strange and contradictory reasons 
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assigned for a varying rate : it offers a reply to eacli 
one in its turn. 

I add tliat the impost we are dealing with, though it 
is really an income-tax, is frequently called a Property 
and Income-Tax. I point out how different the in- 
cidence would be if it were turned into a property 
tax. For supposing £20,000 invested by one man 
in land, by another in a factory, by a third in a retail 
shop, the landlord probably gets £600 a year, the 
manufacturer £2,000, the retail trader £4,000. At 
present the landlord pays (at 6d. in the £) . . £15 

The manufacturer pays 50 

The retailer pays 100 

But if the tax were one on property, it would 

be necessary, in order to raise the same sum 

to charge each of them 55 

Such a composition would be a severe one for the land- 
lord, but a relief to the retailer. Can it be maintained 
however, that the owner of land, which cannot be 
carried off, and is not easily damaged, causes as 
great a cost to Government for protection, as the 
retailer or the manufacturer ? Under such a system 
too, what place is to be occupied by the professional 
man, such as the physician or the barrister, who has 
not even a goodwill that he can sell? If all the 
income of the country were raised by a property-tax, 
ought these professional men to pay nothing? I 
further discuss also the startling proposal to exempt 
from tax all income derived from capital: I show 
that capital and its income require Government cost 
in protection, just as any other principal and in- 
come. 

Such are the perplexities that beset us, when we 
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depart from the practice of a uniform rate, giving at 
the same time partial or entire exemption on the 
score of mercy or expediency. 



CHAPTER v.— DISPUTABLE OPINIONS AND 

PROPOSALS. 



XXTTL 
FEBE'TEABE AND PEOTECTION. 

IN a previous Section (Part I, Sect. I) I have 
remarked upon the beginning and progresss of 
free-trade opinions in England : I have pointed out 
that Pitt, but for the disturbances and wars that 
grew out of the French Revolution, would probably 
have done away with protective duties, anticipating 
by more than half a century the grand reforms of 
Sir Eobert Peel. Mr. Pitt not only read Adam 
Smith's work, but also had conferences with him 
during his visits to London. It is not indeed true, 
as was formerly supposed, that our liberal commercial 
treaty with France was the joint work of the minister 
and the philosopher: in the Section I have quoted 
above (Part I, Sect. I) it is shown that the conces- 
sion was demanded by the French in concluding the 
peace of 1783, and that the execution of the stipu- 
lation was afterwards insisted on by the French. This 
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step was forced on us by the statesmen of our rivals, 
under the influence of the school of Quesnay and 
Gpumay. 

It took ten years after Mr. Pitt's death to fairly 
clear us of the hurricane of war ; and seven years 
more to recover us from the lassitude that followed 
the forced exertions we had made. It was not till 
forty years after Mr. Pitt's death, that Sir R. Peel 
accomplished by legislation the work prepared by the 
doctrines of Turgot and Adam Smith, and fought 
for by the enlightened self-interest of the Lancashire 
traders. 

We have no reason to fear a return to protection 
in this country. Sir Robert Peel's experiment has 
been eminently successful: the nation has been 
prospering and growing richer ever since 1846. 
Lamentable as is the condition of multitudes of the 
lowest classes ; and still more shocking perhaps, as 
is the pinching poverty of numbers of the struggling 
middle classes ; the incomes of the great majority of 
the people have grown, and the means of living at 
their command have become more ample : the export 
trade of the country has multiplied five-fold; and the 
productiveness of taxation has been so enhanced as 
to justify repeated reductions of duties : at the same 
time, the landlords instead of being ruined, have 
found their rents constantly rising. 

Old-fashioned patriots themselves may find some- 
thing to rejoice in, notwithstanding their dizziness 
at the pace with which the world now revolves, and 
their loathing of rapidly-made fortunes and of the 
vulgarity of upstarts. Even antiquated moralists, 
despairing of the former stoical virtues of their race. 
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must still see with delight the advance of our mer- 
cantile navy, the nursery of that national navy, the 
strength of England ; and will forgive much of the 
luxury and self-indulgence of the time, when they 
find as a result of our extended commerce, that of 
all the mercantile fleets of Europe and America, ^**^ 
one-third of the saiUng vessels and two-thirds of the 
steamers are said to be ours. An almost incredible 
proportion I Free-trade is finally estabhshed among 
us. 



How is it then, that this brilhant example of 
success has not been followed by those two in- 
telligent nations, the French and the Americans? 

In the first place, the appUcation of these prin- 
ciples would lead to results in France and America 
quite difierent from the results here. When we 
opened our ports, there were poured in supplies of 
com and cattle : it is manufactured commodities that 
are excluded from those countries. By adding to 
our food we enlarged our boundaries and increased 
our numbers : such effects would follow in a far less 
degree by cheapening clothing and hardware. Our 
rivals then, demur to our example as appHcable to 
themselves. 

So far, America is in the same position as France; 
but in another respect she is in a very different posi- 
tion : she is a newly-settled country, with the rate of 
wages kept high by the opportunity open to every 
workman of becoming a farmer and landowner. 
Writers and speakers who are favourable to pro- 
tection, maintain that this secures to mechanics a 

N 
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high rate of wages, which would cease as soon as 
European goods were introduced free of duty : and 
these publicists ask which is the more important ; to 
get cloth and hardware cheaper, or to continue the 
present distribution of the means of living, which 
benefits the industrious artizans, and discourages 
the formation of a poverty-stricken class of people. 

This argument has not weighed much in Europe, 
where it has been rather treated as an ingenious 
pleading in favour of a foregone conclusion. It is 
urged, in reply to it, that it is not the custom tariflF 
but unoccupied land which maintains the high rate 
of wages: the advocates are reminded that the 
manufacturers themselves long for the time when 
all available land will be occupied, and when there- 
fore in case of a strike the men will not be able to 
leave their trades and settle in the West. If all 
duties were removed at once, the land and the high 
earnings would remain. 

"But the American manufacturers would be 
ruined." Some of them certainly. But not all; 
for the ingenuity, skill, and enterprise of the people, 
have enabled them in some cases to hold their own 
agaiQst European competition, and to sell their 
goods in foreign markets where they have no pro- 
tection. There would be far less manufacturing 
however, than there is at present. Now there are 
persons, who would regard this diminution of taU 
chimneys and grimy faces, as a great gain, and who 
would urge their cousins to leave to unfortunate 
Europe a monopoly of crowded populations, dirt, 
and disease. 

On the other hand, we must remember Gibbon 
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Wakefield's theory, that concentration of popula- 
tion is necessary to constitute- a great and wealthy 
nation; and that citizens should not be allowed to 
go about settUng on uncultivated land, without 
organization, and removed from the beneficial in- 
fluences of society. Concentration ! was his cry. 
To accomplish this, he would set a considerable 
price on waste land; he would half apologize for 
slavery; he would encourage manufactures by taxing 
foreign commodities. It may be doubtful whether 
he would have taken this line of thought if he had 
written later, and had seen the huge cities of New 
York, Philadelphia, and Chicago, mostly independent 
of manufacturing pursuits. 

The really effective arguments with ordinary 
people, are, I imagine, quite different, and are the 
same in America as in France. The first is that 
every nation should as far as possible be indepen- 
dent of foreigners. This, as to times of peace, is a 
mere high-soimding notion, and when tried by par- 
ticulars is found unmeaning. It is inconsistent too, 
with the modem humane sentiment which caUs upon 
us to make the greatest sacrifices to avert war; as 
well as with the well-foimded doctrine, that inter- 
national commerce is the most powerful agent in 
maintaining peace. According to stump patriotism, 
national independence of foreign supplies, is to be 
classed with national independence of foreign pre- 
dominance and authority: according to free-traders 
and the Society of Friends, interchange of domestic 
commodities for foreign ones is the most probable 
means of restoring the golden age. 

As regards France however, it is possible that for 
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incidental reasons, the postponement of free-trade 
may have been harmless or even beneficial. The im- 
mediate adoption of it would certainly have brought 
about a vast increase of the wealth of the nation. 
Now that increase has been already great and rapid ; 
as will be seen^^^ in the facts that little more than 40 
years ago, all the steam-engines in France amounted 
to less than 7,000, that in 1864 they were 25,000, 
and that they are computed at present to be 40,000 : 
and that the various government loans contracted, 
and especially the last 200 miUions £ extorted by 
Germany, have been raised with a faciKty that would 
have been astonishing even in rich England. If 
free-trade had been adopted under Louis Philippe, 
the commercial and financial progress would have 
been still greater. But to nations as to individuals, 
sudden wealth brings formidable evils. We see it in 
our own case ; where the marvels of appUed science, 
(steam-engines, railroads, telegraphs, and chemical 
inventions) have so dazzled men's mental eyes that 
they can no longer discern the excellence of grave 
literature and moral science ; while the Government 
infatuated with the misimderstood and misapphed 
phrase, laissez-faire laissez-passer, stohdly neglects to 
systematically foster those higher pursuits by honours 
which they bestow wilhngly enough on the court 
physician, the successful engineer, or the millionaire 
turned landowner. England has got rich too fast : 
if France had abolished protection, she might have 
had the same brilliant ill fortune. That mine of 
wealth might now under adverse fortune be pro- 
fitably worked: perhaps under the pressure of a 
debt the interest of which wiU be double of ours, 



SECT. XXITI. PAST AND PEESENT. 181 

and under the urgency of ardent desires to raise 
the army to a pitch capable of regaining the stolen 
provinces, the sound doctrines of Quesnay and 
Adam Smith will at length prevail. 



At present however, the minds of Frenchmen as 
well as of Americans require enlightenment : it is 
really beheved that to freely admit foreign com- 
modities, though favourable to consumers, is an 
impoverishment of the nation. This error is one 
into which the world naturally falls; but it is 
probably strengthened by a convenient fallacy of the 
free-traders, in answer to an objection made to their 
systera.^^^ The protectionists maintain, that in 
opening our ports to foreign commodities we deprive 
our own people of employment. " The entire price 
or gross value of every home made article constitutes 
net revenue, net income, to British subjects. Not a 
portion of the value, but the whole value^ is re- 
solvable into net income and revenue maintaining 
British families, and creating or sustaining British 
markets. Purchase British articles with British 
articles, and you create two such aggregate values, 
and two such markets for British industry." To 
this Mr. McCulloch replied, "foreign commodities 
are always paid for with British conmiodities, 
therefore the purchaser of foreign commodities en- 
courages British industry as much as the purchaser 
of British commodities." 

I beheve that the passage I have quoted first is 
demonstrably right, and Mr. McCulloch's passage 
demonstrably wrong. Let the discussion turn on 
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the free admission of foreign manufactures^ at a 
time when our own manu&ctures were protected. 

Our seats of industry are and were various : 
Lancashire, the West Eiding, Warwickshire, and 
Staffordshire, besides other districts. But imagine 
that all our manufactures were concentrated in 
Lancashire ; and that that great county turned out 
annually goods to the value of a hundred millions 
£, and exchanged them with other counties for 
com and cattle. Now suppose that some unprinci- 
pled foreign spoiler gets possession of Lancashire, 
and annexes it to his continental state. Lancashire 
goes on making its goods to the value of 100 millions 
a year, and still exchanges th^m for com and cattle, 
with the English counties around. Before the annex- 
ation, every piece of cloth and every article of hard- 
ware I bought in Lancashire, gave employment to 
British industry : in buying the cloth and the hard- 
ware now, I give employment to the same industry, 
but this industry is foreign and not British. 

What is McCulloch's answer worth in this case ? 
He says that when I buy the cloth and hardware, I 
pay for it with com and cattle; and that as I do not 
raise these myself but buy them, I give employment 
to the farmer and his men who do raise them. But 
I rejoin : — so I did before the annexation, just as I 
do now : the difference is that before the annexation 
I gave employment to two sets of British producers, 
viz., the farmers near me, and the manufacturers in 
British Lancashire : whereas I now give employment 
to one set of British producers and to one set of 
foreign. 

Let us drop the fiction of invasion. In the absence 
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of tliis, the Lancashire goods may have been pro- 
duced under high protection : this is suddenly with- 
drawn : Belgian goods are cheaper : our manufac- 
turers and artizans migrate in a body to Belgium 
and as foreigners produce their goods there : we then 
exchange our com and cattle for these goods made 
in Belgium by Enghshmen. We set to work one 
set of British producers and one set of foreign. 

What then, is the advantage of this free-trade? 
That Belgian goods being made cheaper than Lan- 
cashire goods, we get more manufactures in return 
for our 100 millions £ worth of com and cattle. 
If France adopted free-trade, she would get more 
cahco and hardware in exchange for her wines and 
fancy goods: but for a time her Pouyer-Quertier 
and his dependents, would be damaged or crushed. 
The wine and com of the provinces would tend to 
England instead of to Rouen. Our country knows 
too well the result of such a change. 

This is the great fallacy of the free-traders, when 
they say that because "foreign commodities are 
paid for with British commodities, therefore the 
purchaser of foreign commodities encourages British 
industry as much as the purchaser of British com- 
modities." They do not see that if I buy com and 
cattle in the south of England and send them to 
Lancashire to pay for goods, I encourage two 
British industries : that of the southern farmers 
and that of the Lancashire manufacturers : while 
if I buy the same com and cattle in the south of 
England and send them to Belgium to pay for goods, 
I encourage only one British industry, that of the 
southern farmers; and that the other encourage- 
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ment goes to the Belgian manufacturers, who are 
foreigners. 

I have said that the adoption of this fallacy by 
McCulloch and his allies, has probably damaged 
their really great cause. Frenchmen and Americans 
seeing the paralogism, think ill of a doctrine so 
weakly supported. It is miserable policy to bolster 
up truth with sophisms: the missionary who to 
prove the truth of the book of Genesis, appealed 
to the alleged fact that a man has one rib less than a 
woman, found his Christian doctrine contemptuously 
rejected by his unlettered hearer, who immedi- 
ately found by inspection that men and women 
have the same number of ribs. Let free-traders 
adopt sound argumentation if they wish to convert 
the world. 



XXIV. 

A FREE BEE AKF AST-TABLE. 

MR. Bright a few years ago invented and gave 
some currency to a cry for " a free breakfast- 
table." This means I beheve, a repeal of the duties 
on tea, coffee, cocoa, and sugar. It is no doubt, 
desirable as a support to temperance, that these 
articles should be cheap and that alcohoHc drinks 
should be comparatively dear : besides that it would 
be a relief to the poorest of all classes, the decent 
widow and the overworked sempstress who have 
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known better days, if they could get at a lower 
price the only poor comfort within their reach. 

On the other hand, justice requires that the work- 
ing classes should pay something like the cost 
incurred by Government on their account. We 
excuse those classes from income-tax; we pay the 
larger share of the poor-rates, which are apphed 
mostly to their benefit: before we surrender the 
many milUons which they now pay on their tea and 
sugar, we should ascertain what portion of the 
whole taxation they do pay; and having done this 
we may with our eyes open determine whether we 
ought to reUeve them further by letting them have 
a free breakfast table. Justice first: expediency 
and mercy afterwards. 

The same may be said of the apparent injustice of 
our present practice of taxing all tea at the same 
rate ; of charging 6d. a lb. for bohea sold at 2s. and 
for souchong sold at 4s. It is a sufficient defence 
no doubt, that in practice it has been found impos- 
sible to set a comparative value on each parcel of 
tea imported; and that the attempt to accomphsh 
this has resulted in corruption and injustice. But 
this does not remove the apparent inequality. If 
however, we could get a trustworthy statement of 
the amount of taxation paid by each class of society, 
we might care little about such inequality of any 
particular duty ; because we could compensate for it 
by altering some other tax; and all would be content 
if it were shown them that a fair proportion of the 
taxes taken all together was levied on each class. 
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XXV. 
THE MATCH-TAX. 

I HAVE already expressed in general terms, my 
opinion of the tax on matches proposed and 
withdrawn in 1871 by Mr. Lowe : I have denounced 
the intended tax as one that would have distressed 
certain manufacturers,, and ruined a large and already 
beggarly population; and would altogether have 
carried into practice the doctrine of laissez-faire in 
its most objectionable form of negUgence and wanton 
interference : a tax so needless and so whimsical as 
to give a colour to the sarcasm, that its author loved 
it, not for its excellence as a tax, but because it pre- 
sented to the world his jingling device for the little 
boxes, ex luce lucellum. 

Mr. Lowe's Budget was opened ^*^^ on the 2Qth 
April, 1871 : it was not well received by the House ; 
though it was so strange and startling that the mem- 
bers hesitated to conmiit themselves upon it. The 
Times however, next day declared that it remembered 
no Budget for many years that " had been received 
with a chorus of disapproval so completely un- 
broken " : the Post also asserted that the budget 
was " destined to become more unpopular the more 
it was considered." 

As to the Match-Tax, Mr. Lowe told the House 
that he had borrowed it from the United States ' 
that is from a country where the pressure of the 
civil war had compelled the Government to cast to 
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the winds all maxims of political economy, and to 
disregai-d all claims but that of saving the nation 
from ruin : Mr. Lowe might as well have borrowed 
the practice of an inconvertible and depreciated 
currency. He stated that he expected a revenue of 
more than half a million £ a year from the 500 or 600 
millions of boxes annually made ; or rather from the 
far smaller number that would be made imder the 
rise of price which would follow the duty. He men- 
tioned as a palliation of the disturbance of trade 
and work, that a check would be put on the present 
reckless use of matches. 

I have mentioned the unfavourable reception by 
the House, of the Budget generally. This particular 
tax however, seems to have been regarded as in- 
nocent : for Mr. Dixon (to his credit) having divided 
the House against it, had only 43 supporters among 
245 members who voted. The daily papers varied 
much in their comments : the Standard saying that 
if Mr. Lowe could really get half a million in this 
way, no one would grudge it ; the Advertiser sneering 
at the tax as no brilliant device, and suggesting a 
tax on chignons as equally reasonable; the Daily 
NewSf in a graver and more thoughtful tone, protest- 
ing that though the tax did credit to transatlantic 
ingenuity, it was among us a step backwards, to- 
wards those taxes on industry which we had for 
many years been abolishing. The Daily News might 
have added that in the United States it was not one 
manufacture but all that were taxed under the 
pressure of necessity : umbrellas for example, having 
a duty imposed first on the sticks and wire and silk, 
then again on the frames, and a third time on the 
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finished article ; and the more important article of 
ships being similarly loaded with a duty on the iron 
plates, on the steam engines, on the rigging, and 
finally on the vessel ready for sea. 

Mr. Lowe pounced on the small game of matches, 
little expecting that serious opposition which he 
would Tiave dreaded if he had attacked the great 
manufacturers. He made the mistake which I have 
conunented on elsewhere, of acting under cover 
of a false laisspz-faire : neglecting to inquire what 
would be the effect produced on the makers and 
hawkers ; and therefore unaware of the distress and 
pauperism he was about to inflict on the most des- 
titute classes. A great procession of these poor 
people was organized to present a petition to Par- 
liament : and though the Ministry refused, on 
constitutional grounds, to allow this mode of pre- 
sentation, they were obhged to abandon the measure. 



The American taxes on manufactures were jus- 
tified by the necessity of finding money at once to 
carry on the war : the salvation of the Repubhc 
over-rode the ordinary laws of prudence and ex- 
pediency. But this apology could not be offered by 
England in the year 3871. True, there had been an 
astounding war in France ; and North Germany, 
like a new comet in superstitious days, had per- 
plexed the nations with fears of change: it was 
necessary therefore, to reconsider and strengthen the 
condition of our defensive forces. This imported an 
increased expenditure; and as Mr. Lowe, wisely 
perhaps, neglected the fact that the country had 
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recovered from the languor following 1866, and was 
supplying therefore, a fast-growing national revenue, 
he was under the necessity of providing an additional 
2^ millions £. This he proposed to raise principally 
by an addition to the income-tax; and the remaining 
half million by this wretched match-tax. If he had 
at once (as he did afterwards) added 2d. in the £ to 
the income-tax, instead of proposing his whimsical 
2^ per cent., aU would have been well. He could 
not plead that necessity on which the United States 
finance department bassed its imposts on manu- 
factures generally. 

Nor could he appeal to the French for justification. 
They indeed, in this same year, 1871, did what Mr. 
Lowe had proposed in England. M. A. Constant in 
a short article on the subject,^^^ contended that 
much as money was wanted to meet the claims of 
the late war and to supply the cruel German in- 
denmity, this could not justify the proposed tax. 
If, he said, you lay an exorbitant charge on any 
article of consumption, the results can be foretold 
with certainty: the consumer dispenses with the 
article as far as he can, and searches for substitutes : 
the sale diminishes by a fourth or a half : the manu- 
facturers cannot pay the expenses of their factories, 
and a great number are shut up; and while the 
employers are ruined the workmen are plunged into 
destitution. This is not the way to meet the dfficul- 
ties of the day. " Be sure of this : in the way you 
have selected, you will not accomphsh your aim; 
you will kill one manufacture and you will add to 
our disasters one disaster the more." 

M. Constant might have safely insisted further 
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on the danger of smuggling and illicit making; a 
danger wliich attends all high duties. Such a prog- 
nostic would have been verified; for I find the 
foUowing statement in October, 1872.^^> "The 
number of persons who conunenced the clandestine 
manufacture of matches became alarming. With 
a kilogramme (2^ lbs.) of phosphorus paste, and a 
stack of wood costing almost nothing, a man can 
make as many as 250,000 rough matches a day.* 
That statement was true. The workmen in the 
pubHc manufactories, found quiet hiding places, 
where they set to work at match-making; dis- 
posing of their goods to unhcensed hawkers at a 
very low price, thus defrauding the revenue, ruining 
the regular manufacturer, and injuring pubhc morals 
by the introduction of a new element of fraud." 

The result has been that the State has 

got only £16,000 a month instead of the £50,000 a 
month expected. 



Mr. Lowe's Match-Tax however, found a defender 
in Professor Jevons : a writer well worthy of re- 
spectful attention ; not only for his ability, but also 
because he belongs to that small class of the type 
of Mr. Macleod, who devote themselves to the study 
of the first principles of political economy, though 
they know that the subject is out of fashion, and is 
pursued by scarcely any but those who enter on 
it to pass certain examinations; that is by those 
whose business it is, not to think out the truth, 
but to get clearly into their minds what passes for 
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truth. The few who toil on without hope of reward, 
deserve our careful consideration. 

Mr. Jevons tells us (A) that a tax may be bad 
because it is subject to — 
"1. Fraudulent evasion. 

2. Non-fraudulent evasion. 

3. Costhness of collection, as regards the Govern- 

ment, 

4. Costhness to the pubHc in money. 

5. Loss of time and trouble on the part of the 

pubhc. 

6. Interference with home trade. 

7. Interference with foreign trade. 

8. Incidental objections. 

. 9. Inadequacy of returns." 

He discusses the Match-tax under each of these 
heads, and he comes to the following conclu- 
sions (B) : that if new taxes are to be imposed, 

" 1. Judged according to the principles of pohtical 
economy and taxation, the proposed tax is free from 
any fundamental objection; it ought not to be re- 
jected because it falls upon one of the necessaries of 
hfe. 

2. It is remarkably free from technical difl&culties, 
and would not be costly in collection. 

3. It would undoubtedly create a great temporary 
disturbance in the match trade, and would for a time 
throw out of employment one-fourth or one-fifth of 
the persons engaged in the manufacture. 

4. It is well fitted to draw a small contribution to 
the revenue from the very large part of the popula- 
tion who are exempted from direct taxes and have 
lately been relieved from many more injurious taxes. 
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5. Compared with the small corn-duty lately re- 
mitted, it is foimd to be immensely superior in 
regard to its economic results and its incidence upon 
the very poor. 

6. Nevertheless, the Match-Tax, as is now ap- 
parent, would probably be an unpopular one. 



I will not f oUow Mr. Jevons through his careful 
inquiry. If I were to do so, I should point out that 
imder his first head A (1) he was probably mistaken; 
since that " fraudulent evasion " which he pro- 
nounced improbable, is actually f oimd to prevail in 
France to a serious extent. If you cast out of work 
wholly or partially hundreds or thousands of people, 
skilled in a trade, wanting no great plant, and able 
to obtain materials at Httle cost, be sure that they 
will apply their ingenuity and energy to defraud 
the Government that has ruined them. Would they 
be seriously blamed for doing this ? Would it not 
be whispered that they had better do it than throw 
themselves upon the Union? 

But if all Mr. Jevons says were true, except his 
heads A 6 and B 3, he would fall short of his mark. In 
the first of these he inquires whether the tax would in- 
terfere with the home trade: in thelatt-er he pronoimces 
that it would do so, and would throw out of employ- 
ment a considerable proportion of the workpeople. 

Mr. Jevons says : — " It is obviously undesirable 
that anyone in reading the morning paper should 
find that a death-blow to his business had been 
given by the Chancellor of the Exchequer the pre- 
vious evening." Undesirable seems to me a singularly 
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mild word: shocking and cruel seem fitter. Mr. 
Jevons cannot have taken any pains to realize what a 
man feels when his business has received a death- 
blow : the sickening sense of ruin, the agony of the 
husband and father, the despondency ending in moral 
prostration, madness, or suicide. These things are 
indeed ''obviously undesirable:" they are frightful 
misfortunes, which no Government has a right, 
except under irresistible necessity, to inflict on even 
one of the people* 

Politicians and authors, neglecting to exercise 
their imagination, think coolly and with little sym- 
pathy of the troubles of classes to which they do not 
themselves belong. Let Mr. Jevons figure to himself 
a bill by which Government proposed to establish a 
new system of high education, such that Owens- 
College would be superseded and all the professors 
and teachers would be ruined. Or let him recollect 
the recent Bankruptcy Act, that closed the Courts 
and set aside the Commissioners and Registrars. 
Nay, he will say, these gentlemen got compensation ; 
one his full salary of £2,000 a year, and others two- 
thirds of their £1,000 a year: and no doubt, if 
professors and teachers were forcibly set aside, their 
interests would be somehow consulted. I approve 
of this just and merciful consideration of existing 
interests : it is a great principle of modem legis- 
lation that in all changes there should be care 
taken to satisfy "reasonable expectations." What 
I ask, is, that the rule should be extended to all 
classes: then, if a manufacturer on reading a 
budget speech, finds that his business is to re- 
ceive a death-blow, he will know at the same time 
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that his reasonable expectations will be satisfied 
by compensation, and his workmen will know that 
they will be taken care of. Impossible ! you will say. 
But an equivalent is possible : — ^let the manufacturer 
not suffer a death-blow to his business, and let his 
workmen not be deprived of their employment : do 
not condemn them to despair or destitution in order 
to relieve the payers of income-tax from less than 
one halfpenny in the £. 

It is only by this want of reflection and sympathy, 
that I can account for the following remarks. "When 
once the contraction of the trade to the extent of a 
fourth or fifth part was effected, there would no longer 
be any hardship." No one supposes there would. 
But it is the process of contraction that is the hard- 
ship. I may imitate this passage, and say : — " too 
many professors under the new Act ? no doubt : but 
when once the contraction of the profession had 
taken place, there would no longer be any hardship." 
To this the superseded professors would reply: — 
" but the contraction means death to us." I rejoin : — 
"that is exactly what the match-makers complain of. 
The contraction of the trade means death to them." 



I may say of public writers the same that I have 
said of Mr. Lowe and Professor Jevons : they do not 
live among manufacturers and artizans, and they do 
not by an effort of imagination realize the feelings of 
such persons, when an ingenious but reckless Chan- 
cellor of the Exchequer filches from them their means 
of living. Would those gentlemen but read again the 
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fable of the frogs stoned by little boys ! " it is sport 
to you, but death to us.'* One excellent writer 
maintained in good faith, that Mr. Lowe, in abandon- 
ing his match-tax and raising the half-milHon by an 
additional income-tax, unfairly shifted the financial 
burden. As we do not know whether the load of 
taxation is generally so distributed that each class 
of society bears its fair share, we cannot pronounce 
whether this particular half-million ought to have 
been obtained from the pubhc generally, or from that 
part of it which pays income-tax : such an argument 
will be tenable only when we have obtained this 
information, in some such form as that I have given 
before. And indeed, when we have obtained such in- 
formation, it must be so mere an approximation to the 
truth, that it will be no guide to the apportionment 
of the small sum of half a million £ : unless indeed 
it were proved that the taxes paid by one class 
were decidedly too large; in which case every ad- 
ditional burden, however small, laid on that class, 
would be an injustice. 

But let us suppose that before the introduction of 
Mr. Lowe's Budget of 1871, the burdens of taxation 
had been fairly adjusted ; and that to keep the balance 
true, it was necessary to raise the additional sums 
required in the proportions Mr. Lowe decided on. 
That, according to my reasoning, would be no justi- 
fication of the match- tax. It might be a justification 
of a minute addition to the duty on tea or gin or 
sugar or tobacco. This match- tax would have brought 
with it ruin, destitution, and pauperism : an addition 
to the Custom and Excise duties would only have 
brought a slight inconvenience to traders and con^ 
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sumers ; an inconvenience, if ** undesirable," yet 
not intolerable. 



This unfortunate match-tax is a remarkable ex- 
ample of false laissez-faire. I do not dispute the 
soundness of the free-trade rule recommended to 
Governments : — take care of the consumers and let 
the producers take care of themselves. But the 
latter part of this rule has been interpreted to mean : 
interfere with the producers as you please, and give 
no heed to their complaints : after centuries of pro- 
tection, open your ports suddenly, and ask no 
questions : Coventry masters and workmen are ruined; 
hearts are broken; pauperism is rampant; that is 
no business of ours. But this is a cruel mistake; 
a government is bound to consult the interests of all 
classes, and not to benefit the many at the expense of 
the few : it is guilty of gross neglect of one of its 
first duties, when it whimsically and wantonly, with- 
out any excuse of paramount necessity, sacrifices a 
class of small traders to avoid a moderate imposition 
on the payers of income-tax, or to escape the trifling 
inconvenience of slightly augmenting the customs or 
the excise duties. 

Mr. Lowe, I think, tumbled headlong into the 
fallacious rendering of free-trade doctrine. Pro- 
fessor Jevons followed him into the pitfall. "The 
time ought to be passed when the common plea that 
people must have employment found for them, can 
meet with attention." Employment found for them ? 
Who asked for such a proceeding? The match- 
makers had found an employment for themselves. 
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and all they • asked was to be let alone : this is 
represented as a request to the Government to find 
them employment. K Mr. Jevons and his colleagues 
were about to be deprived of their professorships by 
an Act of Parliament, and if, before the Bill had been 
passed, they complained of the hardship, they would 
think it a strange answer that it was not the business 
of the Government to find employment for them. 
*'Nay!" they would reply, *'but it is not your 
business to rob us of the employment we have found 
for ourselves." 



Mr. Jevons's pamphlet then, with its ten proposi- 
tions and its six conclusions, and notwithstanding 
this array of scholastic forms, utterly fails to justify 
Mr. Lowe's project: it utterly fails, because the 
author, sitting calmly in his study, and through 
want of sympathy regarding men, women, and 
children as so many rooks, Imights, and pawns on 
the chess-board, forgot to inquire what was to become 
of the persons to be ruined by the tax, and thought- 
lessly treated of the contraction of a trade just as if 
it were the shortening of a game. Such false laissez- 
faire partly excuses the hard things too often said of 
Political Economy as it is. 



NOTE. 



In the preceding pages, I have expressed a strong 
opinion as to the impohcy and iniquity of the German 
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demands upon France, after the war of 1870. A 
remarkable contrast will be found in the following 
extracts from Colonel Gurwood's Dispatches, which 
will recall the prudent and just advice tendered to 
the Allies, by their experienced and sage counseUor, 
the Duke of Wellington. The best comment on the 
adoption of his proposals, is the peace of sixty years 
already, between France and England. Great nations, 
formerly traditional enemies, ever on the watch to 
attack each other at a disadvantage; now rivals 
competing honestly with each other in peaceful and 
civilizing careers. 

Dispatches compiled by Lieut-Colonel Gurwood, 
vol. vii, p. 622. 

Memorandum. 

To Viscount Castlereagh, K.G. 

Paris, 31st August, 1815. 
" The principal points of diflTerence between 

the scheme proposed by and that proposed by 

the Ministers of the other Courts for the settlement 
with France consists, first, in the Prince's desire 
that certain French fortresses should be ceded 
to the Allies, and others razed; and, secondly, in 
the difficulties which exist, according to the Prince's 
notion, in the execution of the measure of temporary 
occupation, and in His Highness's notion of its 
inefficiency to effect its object. In regard to the 
first point, it is a political rather than a military 
matter, and it is not my intention to say much upon 
it. I wish, however, that some principle should be 
fixed regarding the right and expediency of de- 
manding from France the cession of several separate 
fortresses distributed on the line from the sea to 
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the Alps. I have abeady taken an opportunity of 
discussing the right of demanding these cessions, 
which must be founded upon the clear omission in 
the declarations and treaties of the Allies of any- 
thing to preclude the demand. The expediency of 
making the demand will depend upon a variety of 
political and military considerations, among which 
will be the following : whether the possession of the 
fortresses named is that which gives France the 
formidable strength complained of, or if transferred 
to the Allies would give them severally the wished for 
strength : whether it is not a combination of popu- 
lation, pecuniary resources, and artificial strength 
which makes France so formidable ; and whether the 
transfer of the last only to certain of the Allies, 
leaving the two first unimpaired in the possession of 
France, that is to say, to give the Allies fortresses 
without additional resources in men to form garrisons 
and armies to defend them, and resources in money 
to maintain those garrisons and armies, would not 
tend to their weakness rather than their strength, at 
the same time that the measure would aflford to 
France a just pretence for war^ and all the means 
which injured national pride could give the carrying 
it on. 

" If the policy of the united powers of Europe is 
to weaken France, let them do so in reality. Let 
them take from that country its population and re- 
sources as well as a few fortresses. If they are not 
prepared for that decisive measure, if peace and 
tranquillity for a few years is their object, they must 
make an arrangement which will suit the interests of 
all the parties to it, and of which the justice and 
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expediency will be so evident that they will tend to 
carry it into execution.^' 

Trying the Germans by these principles, the strong 
sense of which is obvious, we must condemn the 
terms they exacted. They appropriated the great 
fortresses, Metz and Strasburg. It is true that they 
deprived the French of some resources in men, by 
wresting from them Alsace and Lorraine : it is true 
also, that they embarrassed the French for the time 
by extorting a merciless indemnity. But they have 
not seriously crippled the population by cutting off 
one-twentieth of its numbers : and the facihty with 
which the indemnity of five milliards was raised, 
shows that the pecuniary resources left behind are 
ample to furnish the means in a few years, of gratify- 
ing that " injured national pride " which will always 
have "a just pretence" for war, so long as two 
provinces are in the hands of foreigners. 



The Allies adopted this wise advice, the soundness 
of which was proved by the grumbling submission 
of France from 1815 to 1870. Notwithstanding 
gasconade and bombast, Waterloo has never been 
avenged ; and the German invasion has now given a 
new direction to national rancour. But we should 
remember that we did not buy the long peace by 
humouring the petulant vanity of the Parisians. 
They had hoped that though their territory had 
been reduced to its pre-revolutionary boundaries 
(with such exceptions as that of Avignon) yet they 
would be allowed to keep the art treasures that 
Napoleon had seized in the countries he had overrun. 
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They found themselves mistaken : they were forced 
to disgorge their disgraceful spoils. The Duke of 
Wellington, as commander of the Allied Forces oc- 
cupying Paris after the peace of 1815, had to inter- 
fere before some of the restorations were effected. 
In a long dispatch of the 23rd of September, 181 5, 
he explained and defended his proceedings. 

The Treaty of Paris of May, 1814, had left this 
question out of sight (23rd September, 1815, xii, 
641). " The conduct of the Allies regarding the 
museum, at the period of the Treaty of Paris, might 
be fairly attributed to their desire to conciliate the 
French army, and to consolidate the reconciliation 
with Europe, which the army at that period mani- 
fested a disposition to effect. 

"But the circumstances are now entirely different. 
The army disappointed the reasonable expectations 
of the world, and seized the earliest opportimity of 
rebelling against their Sovereign, and of giving their 
services to the common enemy of mankind, with a 
view to the revival of the disastrous period which had 
passed, and of the scenes of plunder which the world 
had made such gigantic efforts to get rid of ... . 

" The feeling of the people of France upon the 
subject must be one of national vanity only. It must 
be a desire to retain these specimens of the arts, not 
because Paris is the fittest depository for them, as, 
upon that subject, artists, connoisseurs, and all who 
have written upon it, agree that the whole ought to 
be removed to their ancient seat, but because they 
were obtained by military concessions, of which they 
are the trophies. 

"The same feelings which induce the people of 
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France to wish to retain the pictures and statues 
of other nations would naturallj induce other nations 
to wish, now that success is on their side, that the 
property should be returned to their rightful owners, 
and the Allied Sovereigns must feel a desire to 
gratify them. 

** It is, besides, on many accounts, desirable, as 
well for their own happiness as for that of the world, 
that the people of Prance, if they do not already feel 
that Europe is too strong for them, should be made 
sensible of it ; and that, whatever may be the extent, 
at any time, of their momentary and partial success 
against any one, or any number of in^vidual powers 
in Europe, the day of retribution must come. 

" Not only, then, would it, in my opinion, be unjust 
in the Sovereigns to gratify the people of France on 
this subject, at the expense of their own people, but 
the sacrifice they would make would be impolitic, as 
it would deprive them of the opportunity of giving 
the people of France a great moral lesson." 

In the same dispatch, the Duke gives an account of 
his proceedings in obtaining the restoration of the 
pictures belonging to the King of Holland. The 
Prussians were able to take care of themselves. 
Blucher at their head, on his arrival in Paris after 
Waterloo, had with the greatest difficulty been dis- 
suaded by the Duke from blowing up the bridge of 
Jena, and from at once levying a contribution on the 
Parisians ; and would have made short work of any 
French opposition to the recapture of his master's 
property. 

" The French commissioners in the original project 
proposed an article to provide for the security of 
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this description of property. Prince Blucher would 
not consent to it, as he said there were pictures in 
the gallery which had been taken from Prussia, which 
His Majesty Louis XVIII had promised to restore, 
but which had never been restored.'* Afterwards, 
" the Prussians had obtained from His Majesty not 
only all the really Prussian pictures, but those be- 
longing to the Prussian territories on the left of the 
Rhine, and the pictures, &c., belonging to all the 
Allies of His Prussian Majesty." 

But the King of Holland, a Sovereign of less im- 
portance, could not carry matters with so high a 
hand. Shortly after the arrival of the AlUed Sover- 
eigns in Paris, the Eang by his minister claimed his 
pictures, but got no answer. After consultations by 
the Allies, the Duke, at the instance of the Dutch 
minister, spoke to Prince Talleyi'and upon the 
subject. " I explained to him what had passed in 
Conference, and the grounds I had for thinking 
that the King of the Netherlands had a right to 
the pictures, and begged him to state the case to the 
King, and to ask His Majesty to do me the favour 
to point out the mode of effecting the object of the 
King of the Netherlands which should be least 
offensive to His Majesty. 

" The Prince de Talleyrand promised me an answer 
on the following evening ; which not having received, 
I called upon him at night, and had another dis- 
cussion with him upon the subject, in which he in- 
formed me that the King could give no orders upon 
it ; that I might act as I thought proper ; and that I 
might communicate with M. Denon. 

" I sent my aide-de-camp, Lieut.-Colonel Free- 
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mantle, to M. Denon in the morning, who informed 
him that he had no orders to give any pictures 
out of the gallery, and that he could give none with- 
out the use of force. 

" I then sent Colonel Freemantle to the Prince de 
Talleyrand to inform him of this answer, and to 
acquaint him that the troops would go the next 
morning at twelve o'clock to take possession of the 
King of the Netherlands' pictures ; and to point out 
that if any disturbance resulted from this measure, 
the King's Ministers, and not I, were responsible. 
Colonel Freemantle likewise informed M. Denon that 
the same measure would be adopted. 

"It was not necessary, however, to send the 
troops, as a Prussian gaard had always remained in 
possession of the gallery, and the pictures were taken 
without the necessity of calling for those of the army 
under my command, excepting as a working party to 
assist in taking them down and packing them." 



I have mentioned that Blucher, on carrying his 
troops into Paris, was about to levy a contribution, 
and to blow up the bridge of Jena. His untamed 
character, and his entire sympathy with the just and 
bitter hatred of the Prussians towards the French, 
made him regardless of the etiquette of civilized 
warfare. 

" To General Baron Muffling, 
a Paris, ce 8 Juillet, 1815. 

a 5 heures de Tapres-midi. 
MoN CHER General, 

Je viens de recevoir votre lettre d'aujourd'hui 
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suT la contribution que vous allez imposer sur la ville 
de Paris par ordre du Marechal Blucber. 

"En mon opinion cette mesure devrait etre 
adoptee du commun accord de tons les Souverains 
Allies ; et, comme ils sont si pres, et qu'on peut les 
attendre dans si peu de jours, il n'y aura pas d'incon- 
venient a attendre leur arrivee avant de commencer 
de lever cette contribution. 

**Je vous prie de faire savoir cette opinion au 
Marechal. 

"Agreez, &c., 

" Wellington." 

'' To Marshal Prince Bliicher. 

Paris, 8th July, 1815. Midnight. 
'*Mein Lieber FiJRST, 

" Several reports have been brought to me 
during the evening and night, and some from the 
Gj-ovemment, in consequence of the work carrying 
on by your Highness on one of the bridges over the 
Seine, which it is supposed to be your intention to 
destroy. . 

"As this measure will certainly create a good deal 
of disturbance in the town, and as the Sovereigns, 
when they were here before, left all these bridges, 
&c. standing, I take the liberty of suggesting to 
you to delay the destruction of the bridge at least 
till they shall arrive ; or, at all events, till I can have 
the pleasure of seeing you to-morrow morning. 

" Believe me, &c., 

" Wellington." 
The interview took place next day, and Lord 
Castlereagh was present : the result was so unsatis- 
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factory that the Duke wrote another and a longer 
letter to Blucher. — 9th July. " The destruction of 
the bridge of Jena is highly disagreeable to the King 
and to the people, and may occasion disturbance in 
the city. It is not merely a military measure, but is 
one likely to attach to the character of our opera- 
tions, and is of political importance. It is adopted 
solely because the bridge is considered a monument 
of the battle of Jena, notwithstanding that the 
Government are willing to change the name of the 
bridge." 

.Again on the 10th July. 

" I send your Highness a paper just received from 
the Commissioners for executing the convention for 
the evacuation of Paris by the French army, upon 
the destruction of the bridge of Jena. 

" There appears to be some foundation for their 
reasoning ; and I hope that as the Sovereigns will be 
so near this day, your Highness will attend to the 
request I made you yesterday.'* 

Such were the firmness and justice displayed by 
the Allies and their renowned Greneral in 1815. If 
the Germans in 1871 had acted on equally high 
principles; if they had left the French territory 
untouched; if they had abstained from exacting a 
prodigious ransom; there might be a prospect of 
another long peace: Gravelotte and Sedan, Metz, 
Strasburg, and Paris, might hke Waterloo remain 
unavenged. But the extortions of the conquerors 
make future war certain. 

It is true that in 1815, the Allies called upon 
the French to pay a large indemnity to recoup the 
expenses incurred during the hundred days. This 
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demand was justified by the aggravated misconduct 
of the nation, in their giddy and reckless infraction 
of a peace concluded only the year before. The 
Germans also in 1871, might perhaps have justly 
asked to be reimbursed a part of the cost of the 
war, although the breach of the peace was not of 
a peculiarly heinous character, when judged by 
historical precedents. But they demanded a great 
deal more: and instead of limiting themselves to 
the requirements of justice, resolved to get all they 
could. This bandit-like proceeding has established 
a vile precedent : for if hereafter France and Russia, 
or France and Austria (with Russia and England 
looking on) should garrotte Germany, they may de- 
mand, not 200, but 500 or 1000 millions £. K 
Germany had taken justice as her guide, she might 
have expected to meet with justice in her turn : 
now she has to look for the law of the strongest. 
She has proclaimed the principle, might makes 
right; and the engineer cannot complain if he is 
hoist with his own petar. 



fart ^^. 



FUTURE TAXATION. 



CHAPTER VI.— CONSIDERATION OF PERIODS DIS- 
CRIAHNATBD ACCORDING TO FINANCIAL EASE 
OR PRESSURE. 



XXYI. 

BECAPITULATIOK SEVEN PERIODS ENDING 1783, 1793, 
1815, 1822, 1842, 1854, 1873, BROUGHT UNDER FOUR 
HEADS: TIMES OF EASE, OF LITTLE PRESSURE, OF 
CONSIDERABLE PRESSURE, OF HEAVY PRESSURE. 



I 



N* arranging the materials for the whole of this 
Essay, the main object I have had in view has 
been the development of the principles on which 
future taxation ought to be based. The greater 
part of the Essay is in fact taken up with the 
history and peculiarities of past taxation, and with 
the excellences or faults that have distinguished 
or discredited successive finance Ministers. To a 
student, this narrative and the inferences drawn 
from it might seem worthy of attention in them- 
selves, without any immediate application to the 
future. But even by a student, and in a higher 
degree by ordinary taxpayers, a more lively interest 
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will be felt in the subject, when the past facts are 
used to reflect a light on what is to come. 

If I had intended to make my First Part complete 
in itself, I should have concluded it with a recapitu- 
lation of the contents of the diflTerent chapters, thus 
spreading before the reader a chart of that topic 
each division of which he had previously traversed. 
But desiring to make the First Part the groundwork 
of the Second, and subordinate to it, I have re- 
served that recapitulation for this chapter. 



The modem system of Government is the inven- 
tion of Englishmen. Free Governments indeed, are 
plentiful in history : Greece and Rome, Italy, Switz- 
erland, Holland, have had their successful Repubhcs : 
to say nothing of San Marino with its 8,000 souls 
and 1,400 years of existence. Sparta had its kingly 
Commonwealth : Castile and Aragon had their 
monarchies limited by the Cortes. But the genuine 
restrained monarchy, in which the sovereign's 
ministry executes the laws that Parliament enacts; 
in which the crown (or the Ministry) appoints the 
judges but cannot discard them; this free but 
orderly system the world owes to Great Britain. 
Orderly I repeat: for Bossuet could no longer 
say of us that we are more stormy than the tem- 
pests which lash our coasts: the reproach is one 
that we can now truly apply to his countrymen. 

Among the functions of Government, that of 
raising the national revenue is not the least. In 
this as in other functions we have far outstripped 
the other great nations, which theorize and talk 

p 
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but do not. F'niiice, under king, republic, consulate, 
or ompii'c, is too full of its political schemes, or too 
inuch inflated by European conquest, or too much 
d(5i)!H»ssed by foreign invasion, to urge steadily on 
the ne(Mled fiscal reforms: the United States, per- 
haps too vast for the healthy circulation of vital 
influence's, perhaps destined to go on deteriorating, 
and to pei'ish by its full-blown corruptions, is even 
now incapable of rational taxation. We alone of 
great nations have regulated our revenue by the 
hiws of scientific economy. 

It is during the last hundred years that we have 
st(^p by step accomplished this great work; some- 
times advancing, sometimes at a stand, sometimes 
even receding; but on the whole making progress: 
until at last many sound principles have become part 
of the creed of politicians of every colour ; and the 
IxHieficial experience of a quarter of a century has 
proved inductively (that is in English fashion) the 
practical value of the estabUshed theories. 



The last 100 years may be divided into seven 
periods, all of them distinctly separate. 

We had first, the ten years ending in 1783 with 
the forced conversion of our best colonies into the 
IJuittxl States : a decade during which taxation was 
burdensome, and a heavy debt was contracted. 

During the next ten years, Mr. Pitt by his first 
sinking-fund did something to lessen the debt: he 
made an effort, considerable though not spontaneous, 
to promote Adam Smith's principles of free-trade, by 
concluding the commercial treaty with France : our 
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growing manufactures and fast multiplying popula- 
tion constantly reduced the pressure of the annual 
interest : and if Mr. Pitt could but have carried out 
his cherished policy of peace, of peace even with 
revolutionary France, he might have escaped the 
public misfortunes that crushed his heart ; he might 
have swept away the debt, and might have antici- 
pated Sir R. Peel's fiscal reforms by half a century. 



But this good fortune was not to be his. The year 
1793, the first of the third period lasting till 1815, 
forced the great Minister to rush into the whirlpool 
of European disturbance : and if those who persist 
in blaming him would but exercise a little imagina- 
tion; or if they would even read the periodical 
hterature of the time : if they would but represent to 
themselves the feelings of humane and sympathetic 
men, when they heard from week to week of horrors 
piled on horrors; of innocent men and women 
murdered and of their gory heads carried about on 
pikes and held before the windows of the Royal 
family ; of the King's flight to Varennes intercepted; 
of his mock trial ; of the guillotine falling on him, 
the most humane of men, and on his Queen, cele- 
brated for her beauty and spirit : they would confess 
that such a tragedy played almost before their eyes, 
must have wrought the English nation to a pitying 
and heroic spirit that no Minister's prudence could 
withstand. The period thus begun lasted, not one 
decade, but more than two; it lasted till 1815, 
when Great Britain was at the height of glory, but 
burdened with an almost intolerable load of debt and 
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taxation. These twenty-t-v^o years, from 1793 to 
1814, resembled the first ten years when the 
American colonies lured us into war and debt: 
but the twenty-three years surpassed the ten, as in 
duration so in the intensity of the struggle; our 
sympathy with the nations oppressed by Napoleon, 
our fears of invasion, our elation at the annihilation 
of the French fleet, our lavish subsidies to Germany, 
our persistent headship of the coahtion, our Spanish 
successes, our final battle, combined to engender 
alternations of hope and despondency, of joy and 
gloom, such as France has lately known, but we, 
more fortunate, can now hardly conceive. 



The seven years after 1815 saw a very dififerent 
condition of affairs. At first there was great dis- 
tress : the contest of a quarter of a century had 
choked the ordinary channels of trade: now, "war 
our great customer was dead," and its artificial 
channels were closed, while natural commerce was 
not yet restored; there was a long pause during 
which capitalists were feehng their way and labourers 
were ill employed : there was a languor far more 
distressing than that which follows each of our 
decennial crises. But gradually there was an im- 
provement, and both capital and labour found their 
natural occupations. Even to the last there was a 
continual cry of agricultural distress, which is easily 
explained by the exorbitant war prices of produce 
and war rents, followed 'by a gradual collapse which 
seemed endless and hopeless both to landowners and 
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farmers. These seven years therefore, were a time 
of much suffering to the country generally. 



After this came a long period of twenty years, 
from about 1822 to 1842; with many vicissitudes, 
but no aggravated difficulties. At the beginning of 
it, commerce and manufactures were comparatively 
flourishing: in 1826 there came one of our periodical 
panics, with the usual failure of credit, ruin of specu- 
lative or unsound traders, cessation of the feverish 
demand for goods, a great fall of prices, and years 
of torpor. Then came a restoration of full health 
and activity, followed in 1836 and the succeeding 
years by plethora, depletion, and languor. 



In 1842 there began a period memorable in finance. 
After being in opposition twelve years. Sir Robert 
Peel came into power with a majority at his back. 
Like Pitt, the great minister half a century earlier, 
he goes down to posterity as a Conservative : like 
Pitt, he adopted, though with far greater reluctance, 
the liberal commercial doctrines of Adam Smith : 
unlike Pitt, who was overwhelmed by the waves of 
revolution. Peel a Conservative effected a revolution; 
he carried into practice the cherished ideas of philo- 
sophical Radicals, sacrificing his own consistency, 
and condemning himself after 1846 to the part of 
criticising in opposition the measures of other 
ministers. 

From this time, the national revenue has been 
raised with a simplicity and efficiency, which but for 
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the intervention of Sir R. Peel we might not have 
reached in another century. Under this system, the 
free admission of foreign food and raw produce, 
has insured our means of living and multipKed our 
exports to a marvellous extent. It happened also by 
a strange coincidence, that the discoveries of Cali- 
fomian and Australian gold came just in time to 
supply the additional circulating medium, in the ab- 
sence of which the long debated "currency question'' 
would have become more prominent and perplexing 
than ever. There is, no doubt, a dark side to the 
picture : general prosperity brings high prices ; and 
persons of small fixed incomes or of wages and 
salaries that do not rise at once were pinched and 
harassed. But the country generally, the traders, 
the multitudes of hand labourers, enjoyed a dozen 
years of unexampled prosperity. There was little 
increase of government expenditure, a great facility 
in raising the revenue, and the opportunity for 
much remission of taxation. 



In 1854 there came a distressing change. Thp 
Crimean war brought with it vast charges, and an 
income-tax of Is. 2d. and Is. 4d. in the £. What 
was far worse, it was the commencement of a period 
when the national expenditure was to rise by a 
fourth ; or indeed was to be almost doubled if we 
set aside the interest on the debt. Nor is there 
any present hope of an abatement. In the face of 
the millions of European soldiers, always under 
arms, scientifically trained to the highest point, and 
like the Germans inquisitively peering into the joints 
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and weak plates of the armour of their neighbours, 
we must have a reasonably large and thoroughly 
equipped army. As to our navy, if it is true as 
foreigners say,^^^^ tha;t Great Britain possesses two- 
thirds of all the mercantile steamers afloat (tonnage 
considered) and one-third of all the saihng vessels, 
that alone necessitates the maintenance of a royal 
navy able to keep the peace in every quarter of the 
globe. Add to this the rise of prices and wages 
in every department, and it becomes evident that 
we hve in a period when a heavy national expen- 
diture is inevitable. 



Some of these periods resemble each other, so 
that the seven may be classed under four heads : — 

1. Those of ease. 

2. The one of Httle pressure. 

3. Those of considerable pressure. 

4. Those of heavy pressure. 

The periods of ease are those from 1842 — 1854, 
and from 1854 — 1873. As the second immediately 
succeeded the former, the two are for the present 
purpose, one : I distinguished them in my classifi- 
cation above, because the second of them followed 
the only European war in which we have been 
concerned since 1815, and is notorious for the much 
higher scale of national peace expenditure. An 
annual outlay of 70 millions £ instead of 55 (in- 
cluding the cost of collection) is an unpleasant 
feature which makes a memorable distinction. 
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The period of little pressure is a long one, ex- 
tending from 1822 to 1842 : it includes several 
years of commercial difl&culties, as for example, 
1825 and 1836: but the course of the national 
treasury was on the whole smooth; the interest on 
the debt diminishing, the revenue growing, the 
military apd naval expenditure kept low, the con- 
tributors relieved; and such difl&culties as existed 
caused only by too great haste during the feverish 
years of each decade, to remove taxes the want 
of which was felt during the succeeding years of 
languor. 



There have been two periods of considerable pres- 
sure; that from 1783 to 1793, and that from 1815 
to 1822 : both of them following the conclusion of 
peace after an exhausting war. As to the first, we 
can conjecture the feehngs of thoughtful men after 
the loss of those Colonies which were imagined to 
be a mine of wealth to us : and we can get nearer 
to the sentiments of our grandfathers when we look 
at Dr. Frankhn's sketch of blind Behsarius with 
his limbs lopped oflF; and when we read the passage, 
worthy of being again quoted, with which Adam 
Smith, no friend to the " colonial system," wound 
up his great work in 1776. "If any of the pro- 
vinces of the British empire cannot be made to 
contribute towards the support of the whole empire, 
it is surely time that Great Britain should free 
herself from the expense of defending those pro- 
vinces in time of war, and of supporting any part 
of their civil or miUtary establishments in time of 



i 
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peace, and endeavour to accommodate her future 
views and designs to the real mediocrity of her cir- 
cumstances.*^ Seven years after this was written, 
the Thirteen United Provinces had cast off the yoke, 
and had taken upon themselves the Hghter burden 
of defending themselves in war and managing their 
own affairs in peace. Great Britain had the unusual 
mortification of being finally beaten in a deadly 
struggle : her European enemies were exultant ; the 
Gallic cock crowed petulantly at the humiliation of 
an old rival, and at the part which France, in oppo- 
sition to Turgot's philosophical advice, had taken 
in the war: France, fated seven years later to be 
the " scourge and scorn of Europe" ! 

But besides the humiliation of our pride, there 
was the heavy bill to be paid: in addition to the 
sums raised by taxation during the war, 200 milhons 
£ had been borrowed; a sum as burdensome then 
perhaps as 1000 millions would be now. Our fast 
growing manufactures, our coal and iron and cotton 
factories, came to our rescue. 

The second period of considerable pressure ex- 
tends fi'om 1815 to 1822 ; following like that from 
1783 to 1793, a long and expensive war; but un- 
like this latter in having no dishonour to embitter 
the financial and social distress. Waterloo indeed, . 
raised Great Britain to the zenith of glory: it 
ended a war as honourable to our arms as that 
conducted by Marlborough ; it left our navy with- 
out a rival ; it brought a peace at which we sacrificed 
no ally, grasped no European territory, reduced 
France to her original limits, locked up for life 
the maUgnant and unscrupulous genius of her Em- 
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peror, and restored to the conquered countries their 
territory and their treasures. But for all this there 
was paid in the first years of peace a heavy price 
in debt, taxation, and destitution. 



As in the last hundred years there were two 
periods during which the pressure was considerable, 
so there were two during which it was heavy. The 
less distressing of the two was the shorter one, 
ending in the acknowledgment of American Inde- 
pendence in 1783 : felt as very oppressive at the 
time, yet almost hght when compared with that of 
the wars with Napoleon 

The earUer years of those Napoleonic wars were 
clouded with perils and misfortunes : " a mutiny at 
the Nore, a rebeUion in Ireland, and disaster abroad," 
disaffection and even treason in England and Scotland, 
an accumulation of taxes including one of 2s. in the 
£f upon income, with a rise of prices such as to 
crush all persons of small fixed means, and which 
reduced the agricultural labourers to misery and 
rags such as they had not known for centuries. 
As years rolled on the nation adapted itself to the 
state of war and taxation and high prices; but to 
the last there was pressure such as we have not 
suffered since. 



Such then are the four classes in which I place 
the various periods : — the class of ease containing 
the two periods of 1842-54 and 1854-73 ; the class 
of little pressure containing the one long period of 
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1822-42 ; the class of considerable pressure contain- 
ing the two periods of 1783-93 and 1815-22; the 
class of heavy pressure containing the few years 
ending with 1783, and the twenty-two years from 
1793 to 1815. 

This gives us in rather less than a century, about 
thirty years of heavy pressure, about the same num- 
ber of years of ease, twenty years of httle pressure, 
and seventeen of considerable pressure. 

I am quite aware that exception may be taken 
to my first divisions and then to my classification : 
I may be told that in the course of the two periods 
of ease extending together from 1842 to 1873, we 
had the Crimean war, the Indian mutiny, the cotton- 
dearth, the alarms from the disturbed relations and 
struggles of France, Italy, Denmark, and Germany ; 
bringing on us at one time an income-tax of Is. 4d. 
in the £. I reply that the Indian mutiny was 
quelled at the cost of the Indian exchequer: that 
as to the Crimean war, the pressure was very short 
and little disturbed the general prosperity of the 
period: that at the time of the cotton-dearth and 
in spite of it, the national revenue was flourishing. 
It might be objected in the same way, that the 
long period of httle pressure from 1822 to 1842 
had several years of great prosperity, such as 
1824-5 and 1836-7 : this is true ; but these also 
were exceptional, and seem to have left the general 
character of the pressure such as I have described it. 

What I have aimed at however, in my division 
and classification, is to show under what various 
circumstances a Chancellor of the Exchequer has 
to perform his duties ; and how in framing his 
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Budget, he has to give due weight to various con- 
siderations besides those which should guide him 
in ordinary times. 



xxvn. 

CONSIDERATION OF THE FOUR HEADS. 

WHETHER it is conceded or disputed that 
the last thirty years have been a time of ease, 
it will be granted that we occasionally have such a 
time. It is then, as I contend, that taxation should 
be levied according to the three unvarying prin- 
ciples of justice, expediency, and mercy : of justice 
principally, but of justice a little modified by ex- 
pediency, and carefully tempered with mercy. It is 
expedient in all governments that the richer people 
should pay fully as much as the poorer in proportion 
to their means, and even rather more: this expe- 
diency is of omusual weight in Great Britain, which 
in practice has a government of the rich. I defend 
the income-tax on this principle; as a charge that 
falls only on the possessors of more than £100 a 
year, and is therefore a visible proof to the working 
classes that their rulers are willing to be generous in 
their financial administration. Mercy also, even in 
a time of financial ease, has its place, and a very 
important one : since in the most prosperous days of 
the nation there are still thousands of middle-class 
widows and spinsters and children and imbecile men. 
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wanting the mere necessaries of life; while other 
thousands of struggling families feel as a mockery 
the newspaper boasts of the flourishing state of the 
country, which brings no improvement to their con- 
dition, but rather adds to their distress by raising 
the prices of their httle purchases. At present we 
are not half so attentive as we ought to their feeble 
cries unheard at the hustings, and impotent to raise 
a dread of riot or revolution. 

In a time of financial ease then, such as that of the 
last thirty years, we have only to apply these three 
principles of justice, expediency, and mercy: we 
have no excuse for pressing hardly on any one class, 
either the lowest by such means as the proposed 
match-tax, or the highest by a graduation of the rate 
of income-tax. 



Even where there is some pressure, as from 1822 
to 1842, it is probably wiser to adhere to the same 
laws ; rather calling on certain classes to bear for a 
time some hardship, than departing without clear 
necessity from the strict rule of justice. You may 
say that even in times of ease, by adopting the modi- 
fications that expediency and mercy require, we do 
depart fi'om the strict rule of justice. It is one 
thing however, to depart from it by exemption, and 
another thing to depart fi'om it by imposition : it is 
one thing to say to the poor man, you shall pay no 
income-tax, and another to say to the milKonaire, 
your rate shall be twice that of the ordinary one : 
you shall pay at 2s. in the £, while others pay at Is. 
But in a time of moderate pressure, I cannot think it 
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right to put any unequal burden on a part of the 
poor, by taking away their trade : let the richest be 
first squeezed, and on every ground of expediency 
and mercy let the poorest be exempt tiU the latest 
possible moment. 



When the financial pressure becomes heavier, as 
was the case after the two wars ending in 1783 and 
1815, and for seven succeeding years, a stronger 
reason exists for calling on the richer people to make 
a higher proportional sacrifice than that demanded 
from persons of ordinary means. These are times 
when the foundations of the social structure, and 
of the rights of property, are eagerly canvassed : and 
to the question, of what use to the world are the 
masses of land and moveables accumulated in a 
few hands, it would be well to be able to reply : — 
they form taken together a reservoir fi'om which we 
can draw a supply of national revenue under unusual 
and painful pressure. And the very rich, themselves 
influential in our legislature, may be well content 
and even glad to abate the envy that attends them, 
by voluntarily taking a double or treble share of 
income-tax when state necessity demands it. In 
ordinary times let all pay alike: in extraordinary 
times, let the rich patriotically and prudently apply 
their superfluity to the mitigation of national distress. 
Thus, the whole nation wotdd have a personal in- 
terest in maintaining those great fortunes which now 
only mock the competency or poverty of ordinary 
families; but which, treated as to some extent 
reserves for the national necessities, would take their 
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place as an essential or highly advantageous part of 
the constitution of society. 



If this is true of times of moderate pressure, it 
will be equally true, and of much higher importance, 
when the country is harassed by war, and calls of 
intolerable amount are made on the national Ex- 
chequer. During the struggle with the American 
Colonies, when the dignity of Great Britain was 
certainly at stake, and its well-being was thought to 
be so : and during the longer conflict with Napoleon, 
when the freedom of all Europe was set at hazard 
by the selfish and dishonest ambition of a marvellous 
genius : a time when all persons of moderate fixed 
incomes were crushed into despair, and the ordinary 
labourer was half naked and famished : it would have 
been a suitable, a prudent, and a patriotic thing, if 
the owners of large fortunes had taken upon them- 
selves a rate of income-tax many times higher than 
that generally imposed. 



A Chancellor of the Exchequer then, in fi:*aming 
his Budget, ought to consider first, the general 
condition of the country : whether it is one of ease, 
of a little pressure, of considerable, or of heavy 
pressure. In the first case, and perhaps in the 
second, he should hold fast to the principle of justice, 
tempered as regards individuals by expediency and 
mercy. In the third, and still more in the fourth 
case, he should call on the very affluent contributors 
to sacrifice a share of their useless or corrupting 
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luxuries, to the good of- the state under whose pro- 
tection they hold their fortunes. I will not even 
deny that as the financial pressure becomes more 
and more severe, it may become justifiable to increase 
the demands on the less aflBuent, and to come down 
at last even to the lowest by such a measure as that 
match-tax which is quite indefensible except in the 
very last resort. 



CHAPTER VII.— OUR FUTURE PROSPECTS 

GENERALLY. 



XXVIII. 
OUB FUTURE POLITICAL PB08PE0T8, 

80 much for the application of general principles to 
periods of varying financial ease or pressure. It 
may be asked, what are our future prospects : is our 
present condition of prosperity to continue, or may 
we look for a relapse into war with its heavy de- 
mands, and the debt and comparative distress that 
have hitherto followed it ? He must be indeed a 
sanguine man who predicts for us a permanent 
peace. Deeply as we are impressed with the horrors 
of war, comparatively indifiFerent as we are to military 
and naval glory, we are still essentially a spirited and 
warlike people; and we bear with constraint and 
uneasiness our present quiescent attitude, which 
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seems to us to verge on the inglorious and the 
despicable. We showed in the Trent affair of 1861, 
that an insult to our flag would be resented as 
promptly and as strenuously as in our most chival- 
rous days : and recollecting the pledges we have 
.given to fortune in our colonies and ships and com- 
merce found in every quarter, we must have singular 
good fortune if we escape national quarrels that can 
be settled only by bloodshed. Fighting undoubtedly 
we must have. 

But wars fortunately, are hkely to be short : the 
armed peace in which all European nations Hve, 
together with the rapid means of communication 
and transport, enable belligerents to fight and be 
friends again in the time formerly necessary to get 
an army together. Years of war then, will be ex- 
ceptional : the more interesting question is as to our 
prospects in times of peace. 

Many grave thinkers are harassed with a dread of 
impending change. Within their own days they 
have seen the centre of political power shifted from 
the landed interest to the traders, and again from 
the traders, nominally at least, to the householders 
of the towns : they await with alarm still further 
alterations that they fear will bring upon us a final 
inundation of democracy. It is in vain that we 
reply : — all the changes hitherto have been harmless 
or beneficial : if they have damaged the character of 
the House of Commons regarded as an association 
of gentlemen ; if they have weakened the House of 
Lords and even threatened the Bench of Bishops; 
they have left the character of our legislation as 
essentially orderly, and as careful of the rights of 

Q 
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property, as it was a century ago. One must con- 
fess however, that a constitution may resist many 
shocks but succumb at last. The empire of Austria 
long survived the dangers perpetually threatening 
her, but we have seen her finally faU into the second 
rank, and resigned to the predominance of her old 
rival. The apparent recuperative power of Great 
Britain may at last be exhausted by the recurring 
tides of democracy. 

I cannot however, bring myself to look with much 
alarm at our pohtical prospects. The governing 
classes of this country have at all times allowed great 
weight to the sentiments of the people at large: 
during the present century, there has been a grow- 
ing tenderness towards the weak and distressed, 
and especially towards those utterly destitute, those 
castaways, who having nothing to lose are most 
dangerous tools in the hands of the fomenters of 
revolution. The people at large have no grievances 
of long standing : they know that all proved hard- 
ships are sooner or later removed. 

Disaffection is of slow growth among those who 
have full bellies and warm backs. When your 
artizans and labourers enjoy life, they will not in- 
vite death by treason and insurrection. I know how 
difficult if not impossible it is, to maintain the well- 
being of any class, that from the want of a high 
standard of living multiplies its numbers and reck- 
lessly leaves the future to chance. But our town 
artizans are not of that sort: they have their eyes 
open : they insist on their rights : they hold that 
out of the vastly increased products of labour a 
share ought to be theirs in the form of higher 
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wages. The trad,e-unions fostered by this conviction 
do in fact (notwithstanding the sinister vaticinations 
of pure political economy), keep the rates of wages 
at a high pitch; and if anyone makes the quasi- 
scientific objection that a general rise of wages 
would bring about a higher scale of prices, and that 
thus the mechanic would pay as much more for his 
maintenance as he receives in advanced wages, I 
reply that he would pay more for all manufactures 
but not for food ; and that on the whole an advance 
of wages brings about a change in the distribution of 
wealth, in favour of those who work, and to the dis- 
advantage of the very large class of persons of fixed 
or customary incomes. Our artizans then, and even 
our farm labourers, though they cannot help looking 
with envy at the superfluities and luxuries of the 
rich, feel their bitterness assuaged by finding perfect 
freedom to combine for the bettering of their con- 
dition, and by the expectation that they will gradually 
succeed in drawing to themselves a greater share in 
the augmented productions of capital and labour. 



To theorists who disregard what is before their 
eyes, it must seem inevitable that the perpetual 
grudge of the poor against the rich should be con- 
stantly breaking out into violence : there ought to 
be a Jack Cade in every generation. In Paris 
and Lyons, and among the German followers of 
the Social-Democrat, Lassalle, such explosions are 
always imminent; and the blood-stained predomi- 
nance of the Paris Commune, showed the frightful 
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mischiefs that are possible. But we have irresistible 
evidence that the leaders of English artizans have 
principles of a sounder type. At the Congresses of 
the International Society that took place before that 
formidable body became the poUtical nightmare of 
Continental monarchs, in various discussions, the 
Enghsh delegates were found on the side of modera- 
tion. The French popular leaders denounced capital 
and capitalists as their natural enemies : the Enghsh 
insisted that the thing wanted was to extract from 
those enemies (if they were such) a greater share of 
products in the form of higher wages. When the 
new EngUsh "Criminal Law Amendment Act" was 
denounced by foreigners as a suflBcient ground for 
insurrection, the Enghsh delegates answered that 
they would do better than resist the law; they 
would get it amended. At a recent Enghsh Co- 
operative Congress/^^^ great dissatisfaction was 
expressed as to the present state of things, which 
gives so much to the employer and so Uttle to the 
workmen. But what were the remedies proposed ? 
To declare war against capital ? To reorganize in- 
dustry a la Louis Blanc ? To call upon Government 
to find capital and employment for the people? 
Nothing of that revolutionary kind. The remedy 
proposed was such as no one can object to on the 
grounds of justice or social order : it was to re- 
arrange manufactures in such a way that the work- 
men might have the opportunity of investing their 
savings in the factories where they were employed, 
and of thus becoming masters as well as artizans. A 
change at present impracticable on a wide scale, but 
one that if carried out would multiply the capitalists 
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indefinitely, and would give the best of pledges for 
social order and justice. 

We have little reason then, to apprehend any re- 
volutionary changes: any uprising of the masses 
against our present system of Government. Some 
closet philosophers tremble at our new household 
suffrage; fearing that the many should combine 
against the comparatively few rich, and should 
oppress them by requiring them to pay all the 
taxes, and by other encroachments on the rights of 
property. If these philosophers would but study 
facts, they would see how difficult, if not impossible 
it is to get many millions of men to pull together. 
They would see that in the North of England, 
the presence of great numbers of Irish Roman 
Catholics causes a powerful counter-organization 
of Orangemen, and converts the English artizans 
there into Conservatives. They would see that in 
a less degree there is in other districts the same 
jealousy of the natives towards the immigrants ; and 
that further, the skilled and well-paid mechanics 
look upon hodmen and other mere labourers as an 
inferior class scarcely fit to be intrusted with votes. 
Add the ingrained antipathy of Enghshmen and 
Scotchmen towards Roman CathoHcs, and it wiU be 
seen that the Irish, whether at home or here, cannot 
permanently coalesce with the British working men. 
It is true that the Roman CathoUcs are not a fifth 
of the population of Great Britain and Ireland, 
instead of being two-fifths as in some Protestant 
countries : but even a fifth, consisting of famihes 
acting unanimously together under the direction of 
a single head, constitutes an important counterpoise. 
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It is our own fault if we give a common grievance 
to these millions of men of varying nationality and 
religion. And if I am asked what relevancy this 
political question has to a plan of taxation, I answer 
that though it is outside the first principle of taxa- 
tion, that of justice, it has a most important bearing 
on another principle, that of expediency. I have 
already noticed what I regard as the mistaken re- 
commendation of those who, in their zeal for direct 
taxation, would extend the income-tax to all classes, 
and would stop the 4d. in the £, or the Is. 4d. in 
the £ from the weekly wages of the craftsman earn- 
ing his £1 or £2 a week, and from the ploughman 
earning his 10s. or 15s. a week. A lamentable ex- 
periment to make ! which might light up among the 
people a fire more easily kindled than quenched. 
This same danger too, of giving an artificial unity 
to the toiling millions, naturally divided by race, 
religion, occupation, and traditional sentiments, gives 
force to my proposition, that in times of war and 
other causes of pressure, the really rich, who pre- 
dominate in our Government, should show their 
pubUc spirit and their wisdom, by putting at the 
disposal of the pubhc a portion of their superfluity : 
submitting cheerfully to a graduated income-tax, 
and thus showing that their accumulated wealth is a 
reservoir available upon occasion for the reUef of the 
State. 

With such prudence and such patriotism, we need 
not dread the future. 
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XXIX. 

OUB FUTURE FINANCIAL PROSPECTS. 

BUT unfailing as is my confidence in our political 
future, I ask myself with anxiety what is our 
financial prospect. In the distance there is the pain- 
ful certainty that our coalfields will become less 
productive and will approach exhaustion. It may 
turn out that there are other means of warmth at 
our disposal : even great numbers of our mills may 
be moved by the unfailing action of the tides, a 
power already in a small degree so applied. But 
even thus, our predoininance as a manufacturing 
nation will be endangered. It is possible that our 
present population, and even a greater one, may be 
still maintained; for if all the fertile land of the 
three kingdoms were as highly cultivated as the best 
of it is at present, the great additional produce in 
food and materials would be beyond any present 
estimate. 

But no Budget can be much affected in its general 
character by our fears for our posterity: these might 
possibly lead us to prohibit the exportation of coal, 
or to impede it by a heavy tax ; but this would not 
be done for the sake of revenue. One duty there is 
however, which we shamefully neglect : the reduc- 
tion of our debt; and this duty is urged upon us 
most strongly by the fact that we are annually burn- 
ing out the pillars on which our manufactures rest. 
It is shameful that during our last thirty years of 
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prosperity, we should have made but feeble efforts to 
reheve future generations. Would that another Sir 
R. Peel would arise to constrain the nation to do its 
duty ! to emulate, or follow at a humble distance, 
the noble example of the United States. 

In the mean time our national income is still 
growing : not uniformly, since the years of fever, 
of languor, and of recovery, will always give different 
results ; but growing from decade to decade. 

On the other hand, our national expenditure has 
much increased hitherto, and is Hkely to do so. It has 
increased for the reasons I have already assigned : 
because there has come an end of that season of 
peace which followed throughout Europe the ex- 
hausting wars of Napoleon; because the rising 
wealth of Continental nations has swollen their 
national revenues, and has enabled them to add 
greatly to their mihtary force, thus entailing on us 
a multiplication of defensive means ; because recent 
sentiment has enabled or forced our Grovernment to 
take upon itself many functions formerly repudiated 
and left to chance (interference with factories and 
mines, gaols and lunatic asylums, fine arts and edu- 
cation) . 

Add to this that the ordinary scale of private 
expenditure has increased, is increasing, and is not 
likely to be diminished. This is in a great measure 
owing to the growing wealth caused by the aug- 
mented productiveness of labour, and the better 
distribution of its products throughout the world by 
the removal of restrictions on commerce. Imagine 
the abolition of steam engines, of water mills, of 
windmills, and the restoration of the practice of com- 
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minuting grain by hand mills, or by braying it in a 
mortar: imagine agriculture also reduced to its 
primitive condition. We see that the produce of 
industry would be lessened to half, or a fourth, or 
a tenth of what we now get. But the process going 
on is the reverse of this : improvements are being 
made daily in manufactures : farming is gradually 
advancing by the introduction into backward parts 
of the country of the most skilful practices, and by 
bringing more capital into use on the land. The 
produce of our manufactures then, tends to grow; 
and as to our agriculture there are persons sanguine 
enough to beheve that our crops and our cattle may 
yet be doubled. What a prospect of increased wealth, 
of a rise in the scale of private expenditure, of an 
augmentation in the demands for national revenue ! 
since the pay of our soldiers and sailors, the salaries 
of our civil servants, the stipends of our ministers, 
must gradually adapt themselves to the scale of 
private incomes. 

Commerce too, tends to become more and more 
free, and the direction given to labour more and 
more advantageous. France and the United States 
will not go on for ever cUnging to the vulgar pre- 
judice in favour of protection to native labour : and 
every step they take to reUeve their own consumers 
benefits us as producers, and throws more wealth 
into our lap. Thence will come augmented national 
income and national expenditure. 



I say Httle of the discoveries which for a quarter of 
a century have been adding to our store of gold. 
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That the mere existence of heaps of the precious 
metals does not at once act materially on prices, 
seems clear from the fact that hoards grow for years, 
as we saw when in France before the German war, 
the national bank had in its cellars 50 millions £, or 
double its necessary amount. On the other hand, 
the possession of these treasures greatly favours a 
rise of prices springing from other causes. Without 
the new gold, what would have been our position on 
the great increase of production and commerce that 
foUowed Sir R. Peel's measures of 1842 to 1846 ? It 
is diflBcult to realize the perplexity that would have 
been felt, as our exports grew from 50 milUons £ to 
100, and from 100 to 200 and even 250 : the neces- 
sary instruments of home exchange necessary for 
the increased production, the gold and silver coins, 
could have been obtained only by robbing the rest of 
the world, causing universal diflBculties and vexa- 
tions. But the gold discovered in Cahfornia by the 
accidental digging of a mill-race in 1848,^^* and that 
discovered in Australia three years later by the 
sagacity of one or two men, came just in time to sup- 
ply the coins rendered necessary by the increasing 
productions and commerce of the world. 

Grold is still forthcoming; if not at its highest 
rate, yet in quantities three or four times as great 
as the whole production before 1848 : and a French 
author has calculated that for 2,000 more years, 20 
millions £ a year may be got before the supplies 
are exhausted. Whether the prices of commodities 
will advance further, I do not pretend to prophesy : 
but it would seem that they may do so without being 
checked by a want of gold for currency. 
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Taking all these circumstances together; the 
growing productiveness of industry throughout the 
world; the expected prevalence in other countries 
of free trade; the rising scale of private expendi- 
ture: adding the tendency of continental powers 
to keep afoot immense armies for fighting out the 
standing quarrel between France and Germany, or 
as a protection of neutrality against those aggressive 
powers : seeing no means of reducing the cost of 
our armaments or the pay of our men, but on the 
contrary, anticipating more and more outlay on our 
ships and guns, and a rising scale of payment of 
miUtary, naval, and civil servants : not forgetting 
either, the new duties cast upon government, duties 
unthought of and even formally disclaimed in days 
of old (the protection from overwork of women and 
young persons, the superintendence of mines and 
ships, the fostering of primary education, and the 
promotion of the fine arts) : recollecting all these 
characteristics of our time, we must despair of re- 
ducing our national expenditure; nay, we must be 
resigned to a steady and considerable increase. 

We must be satisfied if our taxes grow only with 
our prosperity. Our prices are rising; but not as they 
did in our fathers' time, through the disturbances of 
war : they are rising as they did in Queen Elizabeth's 
time together with an improved style of general 
Hving. HoUnshed (quoted in the Quarterly Re- 
view) ^"^ has the following remarks: — 

" I do rejoice to behold how that, in a time when 
all things are gromn to most excessive prices, we do yet 
find the means to obtain or achieve such furniture as 
heretofore has been impossible. There are old men 
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yet dwelling in the village where I remain which 
have noted three things to be marvellously altered 
in England within their sound remembrance. One 
is, the multitude of chimneys lately erected^ whereas in 
their younger days there were not above two or 
three, if so many, in most uplandish towns of the 
realm (the religious houses and manor places of 
their lords always excepted, and peradventure some 
great parsonage), but each made a fire against the 
reredosse in the hall where he dined and dressed his 
meat. The second is the great amendment of lodging; 
for, said they, our fathers and we ourselves have 
lain full oft on straw pallets, covered only with a 
sheet, under coverlets made of dogswaine or hop- 
harlots (I use their own terms), and a good round 
log under their head instead of a bolster. Pillows, 
said they, were thought meet only for women in 
childbed. As for servants, if they had any sheet 
above them, it was well — for seldom had they imder 
their bodies to keep them from the pricking straws 
that ran oft through the canvass and rased their 
hardened hides. The third thing they talk of is the 
exchange of treene platters (so called, I suppose, 
from treene a wood) into pewter ^ and wooden-spoons 
into silver or tin. For so common were all sorts of 
treene vessels in old time, that a man should hardly 
find four pieces of pewter (of which one was per- 
adventure a salt) in a good farmer's house. In times 
past, men were contented to dwell in houses builded 
of sallow, willow, &c., so that the use of oak was in 
a manner dedicated wholly unto churches, reKgious 
houses, princes' palaces, navigation, &c. But now 
sallow, &c., are rejected, and nothing but oak any- 
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where regarded : and yet see the change ; — for when 
our houses were builded of willow, then we had oaken 
men ; but now that our houses are come to be made 
of oak, our men are not only become willow, but a 
great many altogether of straw, • which is a sore 
alteration. Now we have many chimneys, and yet 
our tender Umbs complain of rheums, catarrhs, and 
poses; then had we none but reredosses, and our 
heads did never ache. For as the smoke in those 
days was considered a sufficient hardening for the 
timber of the house, so it was reported a far better 
medicine to keep the good man and his family from 
the quack or pose, wherewith, as then, very few were 
acquainted." 

As in Queen EUzabeth's time, so now, with rising 
prices the means of living have grown, superfluities 
and luxuries are more within our reach: by the 
general rise of wages the comforts of the working 
classes have been enlarged : and but for the unfortu- 
nate people with small fixed incomes the whole nation 
would be benefited. We need not complain then, 
if our national expenditure shares the general aug- 
mentation. The nation buys materials for the 
dockyards and shipbuilding, clothes for seamen and 
soldiers, guns and small arms or the iron and steel 
and timber for making them: it pays seamen and 
soldiers, clerks and messengers, civil servants and 
lawyers ; and the cost of commodities and services 
has risen and is rising. It is unreasonable to say : — 
our expenditure formerly was 66 milUons £ (in- 
cluding the cost of collection), but it is now 70 
millions and may rise to 76 or 80 : to make the com- 
parison a fair one, we must take into account what 
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commodities and services were represented formerly 
and are represented now by each million £. Omitting 
this modification, we are like writers on political 
economy, who tell us that wages are twice as high 
now as they were at a former period, but forget to 
add that the price of bread also is now twice as high 
as it was then. There are money wages and real 
wages : so there is a money national expenditure 
and a real national expenditure. 



CHAPTER VIII.— THINGS TO BE DONE OR AVOIDED. 



XXX. 



FACTS A8 TO PRESENT 00NTBIBUT0B8. 18 INCOME A 
JUST TEST ? THREE PBELIMINAEY OONSIDEBATIONS. 

IF we are to carry out the doctrine I have laid 
down, we have much to do, both in determining 
first principles and in applying these to practice. 
In the Budget of 1873, there was a surplus to be 
dealt with : Mr. Lowe reduced the income-tax by a 
penny in the £, and lowered the duty on sugar; 
thus deahng out rehef to the middle and upper 
classes on one hand, and to the lower classes on 
the other. But why did the Cabinet beUeve that 
these two divisions of society were entitled to such 
advantages and in these proportions? Two years 
earher, in the Budget of 1871, Mr. Lowe proposed 
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his notorious match-tax; and when he was forced 
to abandon that, he substituted an addition to the 
income-tax : his critics in the newspapers censured 
him for consenting to impose on one division of 
society all the new burden. But how did these 
critics decide that the match-tax was a fair one 
so far as the contributors were interested ? (setting 
aside the injustice and tyranny of crushing the small 
and poor class of makers and sellers of matches). 
To determine these questions, we must first ascer- 
tain the proportions in which the taxes are paid 
by the different classes. 

The whole of the contributors are naturally divided 
at present, into those who pay income-tax and those 
who are exempt from it : which is not very far fi'om 
dividing the whole into those who Uve by hand 
labour and those who Uve by other means. We 
want to know how much of the taxation of the 
country is imposed on these two divisions respec- 
tively. In a former Section I have shown how, as 
I conceive, this estimate may be made. Till we 
have it, we are in the dark as to the fairness or 
injustice of our present scheme of taxation. 



I have already pointed out that this problem in- 
volves the national expenditure as well as revenue. 
The time I hope may come when we shall have a 
novel poor-law : a provision for those most indigent 
persons who have seen better days, and who are 
debarred by delicacy and self-respect from appHca- 
tion to the present guardians. Now I should think 
it an injustice to ask the working classes to contri- 
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bute to the funds of this higher relief. In the same 
way, I maintain that we ought to regard the 
expenses of our present poor-law as a charge to 
be borne by the working classes, who almost alone 
benefit by them. 

For similar reasons, I look upon other outlay 
as properly belonging to the richer classes; and 
I say that the funds required for it ought to be 
supplied by the possessors of considerable incomes. 
I think it unreasonable to require the working man 
to contribute to the splendour of royalty, and 
allowances to the younger branches of the royal 
family. I hold also, that we ought not to call on 
professional or other men of small income, to con- 
tribute to the expenses of promoting the fine arts, 
whether by teaching or by exhibitions: even the 
most educated of such men would say that much 
as they valued culture of any kind, they felt it hard 
to be obhged to pay for it while there was a large 
class of rich persons who could furnish the required 
amount without any personal sacrifice. Such poor 
men do not ask to be exempted from taxes required 
by equity : they willingly pay their share for army, 
navy, and administration of justice, and ^11 the 
necessaries of government ; but they do ask to be 
exempted from taxes required for the superfluities 
and luxuries of government. I have suggested that 
a tax levied on houses above a certain value, might 
perhaps be a feasible way of raising the money 
required. • 

But there is one matter of principle that is 
prehminary to these questions. It is assumed that 
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men ought to contribute in proportion to their 
incomes. This follows indeed from Adam Smith's 
dictum, that the subjects of a state ought to con- 
tribute in proportion to their respective abUities, 
that is, in proportion to the revenue which they 
respectively enjoy. But throughout this treatise 
I have maintained another opinion : — that just as 
a town which demands the assistance of a body 
of London police is bound to pay the expenses of 
that body; and just as a Colony which demands 
a body of British troops is bound to pay the ex- 
penses of that body; so each class of society is 
bound to pay the expenses incurred by government 
on its behalf. If then, income is to be the standard 
of payment, that must be because one income 
requires as much defence as another. But what 
government defends is mainly the source of income : 
the land, the capital : not mainly the income itself. 
Are the things thus defended proportional to the 
incomes they yield ? Not proportional in value ; 
since £100 a year from land represents a principal 
of £3,000, while £100 a year from a retail shop 
may represent a principal of only £500 or less, 
that is, of a sixth or a tenth of that of land. Ought 
the government to take the same toU for protecting 
£500 of capital, and £3,000 of land ? To answer 
this question you must determine whether the pro- 
tection of such capital is six times as costly as 
the protection of land. 



R 
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These then, are the three preliminaries. 

1. Is individual income the test of the amount 

of tax to be paid ? 

2. Are there any parts of government expenditure 

(such as the poor-law outlay for instance) 
which ought to be defrayed by one class 
only? 

3. Do our lower classes on the one hand, and 

our middle and upper classes on the other, 
now contribute as the above principles re- 
quire ? (a problem to be solved by analysing 
the amounts paid by each division under 
diflferent heads). 



XXXI. 

THE STRUGGLING CLASSES. GRADUATION, 

THE next question is, whether from motives of 
mercy we ought not to do more for the rehef 
of the poorer income-tax payers : of those widows 
who have seen better days; of those clergy and 
lawyers and medical men, whose life is rendered a 
purgatory by an unavailing conflict with adversity : 
of those educated men and women who when 
reading the glowing accounts of the prosperity of 
the country, cannot help wishing with a sigh that 
some of the crumbs of these rich tables might fall 
to their lot; but who find unhappily that the 
increase of wealth, while adding little or nothing to 
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their incomes, pinches them by a rise in the prices 
of the necessaries of life. 

Something might easily be done. Let us revert 
to Sir R. Peel's scheme, by which all incomes imder 
£150 were exempted. Let us go a step further, 
and deduct that £150 from all incomes, taxing only 
the remainder. This would not only relieve the 
purses of the distressed, it would also soothe their 
minds, by the consciousness that they were treated 
with generosity. 

The loss incurred by these exemptions would 
have to be made good, and the extra charge would 
fall most heavily on the richest contributors, who 
would scarcely feel the benefit of a deduction of 
£150, but would pay heavily on the additional pence 
or farthings in the £. As I have said before however, 
in our government by the rich, large fortunes, on 
the groimd of expediency, ought to be charged 
heavily ; and the owners of them so far as they are 
wise should willingly submit to this inconvenience, 
in order to allay the envy which attends them. 

I go further. I contend that when adversity 
again visits us ; when inevitable and continued war 
drains our treasury, calls for a vast increase of 
revenue, threatens us with an intolerable burden 
of debt ; the pressure ought not to be made to fall 
on the poor and distressed. At such times, the 
landowners, the millionaires, the great manufactur- 
ers and bankers and merchants, should acknowledge 
the duties of property : they should waive the 
claims of a narrow and strict justice : they should 
cheerfully concede the claims of a generous patri- 
otism: they should be content to lop off some of 
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those private superfluities and luxuries the surrender 
of wliich is no sacrifice of happiness : they should be 
ready to treat their accumulations as reservoirs of 
wealth applicable in times of adversity to the sal- 
vation of the country. At such times, a graduated 
income-tax, though not defensible on the bare 
principle of justice, would be strictly accordant with 
the triad of principles, justice and mercy and ex- 
pediency. 



In reviewing the financial history of thirty years, 
I pointed out certain faults that seemed to me to 
have been committed, and which we ought to avoid 
in future. 

The first and inexcusable fault is one almost in- 
evitable in a House of Commons elected by the 
popular voice : it is an excessive deference to the 
apparent interests and expressed wishes of the masses 
of the constituents. Together with this, there is a 
nervous apprehension of any encroachment on the 
rights of property ; so that a graduation such as I 
have recommended in the last Section, is met with 
shouts of " Confiscation ! '* But between the rich, 
trembUng at any interference with their hoards, 
and the multitude of voters, clamouring (naturally 
enough) for the abolition of all taxes on the com- 
modities they consume, there lies a small compara- 
tively educated class, the really poorest of the 
nation, whose voice is too feeble to rise above the 
din and uproar of passionate poKtics. But to neglect 
these pinched and destitute people, seems to me 
unpardonable. Their claims are the most urgent of 
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all ; and the first test of every budget should be, its 
relief to the struggling middle classes : to those un- 
fortunates who are unable to sufficiently feed and 
clothe their children, but for whom no poor-law 
exists. These considerations are at present over- 
looked. If the income-tax were modified as I have 
proposed, by exempting the first £150 of all in- 
comes, that would be a great relief: it would be 
another and perhaps a greater one, if in times of 
pressure a graduated scale were introduced. We 
should then be spared the scandalous sight of a 
professional man, labouring hopelessly to support a 
family and a decent appearance on £1 70 a year, and 
called upon to pay towards a Crimean war £9 be- 
sides all other taxes ; while in the London parks, in 
the suburbs of the great towns, and in aristocratic 
country-houses, men and women and children are 
revelling in superfluities and luxuries, which they 
can lessen without the shglitest reduction of happi- 
ness. 



XXXII. 

FALSE LAiaSEZ-FAIBE. 



TH E second fault is the apphcation of the doctrine 
of laissez-faire^ laissez-passer : a doctrine which 
teaches governments to avoid unnecessary inter- 
ference with the daily pursuits of its subjects; which 
inculcates the ascertained truth, that agriculture, 
manufactures, and commerce, flourish most when 
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they are most let alone. This lesson has been mis- 
interpreted and misapplied : it has been accepted as 
a justification of wilful neghgence and even of cruel 
interference. Coventry was for a time ruined by 
free-trade measures : the results of these ought to 
have been carefully anticipated, and partly warded 
off by a gradual reduction of duties : when the 
misery came, the general Government, which gave 
the woimd, should also have healed it. In fact, the 
Ministry looked coldly on. Coventry was suffering, 
no doubt : the embarrassed manufacturers and the 
starving workmen must rub through it as they could : 
industrial pursuits are imcertain, and those who are 
engaged in them must take the bad with the good. 
Such a reply is quite fair, in times of commercial 
disaster which follow the fever of a crisis: it is 
unfair, unfeeUng, almost brutal, when addressed to a 
people distressed to the utmost by a change in the 
general poHcy of the kingdom. I will say no more 
about the other unhappy case of the match-tax, 
which proposed gratuitously and without pretence of 
necessity of general policy, to take employment and 
bread from thousands of the poorest of the people. 

I am no admirer of paternal Government; but 
under cover of the avoidance of its faults we have 
rushed into the opposite extreme of negligence. In 
the days of Pitt and Adam Smith, there was modera- 
tion in the apphcation of the new doctrine. Under 
the pressure of the war with the French Republic, 
Pitt gave exemptions to men burdened with the 
support of large families : such men, he said, were 
doin^ their duty in maintaining a rising generation 
of citizens. Then came Malthus, with his proofs 
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that in old and civilized countries, there was a 
strong tendency to over-population, which made 
early marriages and large families a misfortune to 
the State : for a moment the fathers of such families 
were almost regarded as criminals who ought rather 
to pay extra taxes than to be partially exempted. 
The doctrine has had its oscillation : we are return- 
ing to more wholesome notions, while retaining the 
truth that Malthus developed. A quasi-paternal 
Government in England has, during the last genera- 
tion, taken in hand the limitation of hours and of 
ages in factories and mines; the education of the 
people; the establishment of savings-banks and 
boards of health : we shall gradually extend our 
notions of administrative functions, and shall acknow- 
ledge the duty of watching the indirect effects of 
altered custom-duties and internal taxation : then we 
shall have no more rash fiscal revisions or wilful 
impositions. 



There is another form in which negligence has 
been shown as to the interest and convenience of the 
contributors: I mean the time at which the taxes 
are collected. A family only just able to pay its 
way, would be much embarrassed if its tradesmen 
suddenly refased credit, and required payment on 
purchase. The same hardship arises if the tax- 
collector presents his claim six months earlier than 
usual. Now this trouble has fallen on such persons 
in consequence of recent alterations, made for the 
most part by Mr. Lowe. The conversion of assessed 
taxes into licence duties everyone must approve; nor 
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do I think it any hardship to demand prepayment in 
January for a year's licence to use armorial bearings, 
to keep men-servants, carriages, horses, or dogs : it 
is in our power to retrench such superfluities. But 
it is quite another thing to demand in one lump, just 
when Christmas bills are due, the £5 or £10 which 
peace or war may require from the poor professional 
man, or struggUng trader. This arrangement dis- 
regards Adam Smith's third maxim, that "every 
tax ought to be levied at the time or in the manner 
in which it is most likely to be convenient for the 
contributor to pay it." 

Mr. Gladstone had set a bad example of this 
thoughtless practice, when in a particular year he 
had met an unexpected pressure on the Treasury by 
raising the income-tax, and requiring the whole of 
the addition to be paid in the first half-year. He 
did not reflect how many hearts he made sore by 
that arbitrary demand, which was sport to him but 
death to them. 

Another, though lighter objection, to this collec- 
tion of the income-tax by one payment, is the dis- 
turbance it causes to commerce. There is no such 
objectiofi to this simple mode of collecting assessed 
taxes or payments for licenses, because the amounts 
are small. But when we have to do with such sums 
as five, seven, or ten millions, the transfer of these 
large amounts seriously disturbs the banks and other 
channels of trade : and if so, then how considerable 
an inconvenience will be caused when the rate goes 
up to lOd. in the £, which would require payments 
rising to seventeen millions, or when it goes up in 
time of war to Is. 4d. in the £, which would bring 
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payments of perhaps twenty-five millions ! Will Mr. 
Lowe then dare to repeat the saying attributed to 
him : — " The city and the money-market must take 
care of themselves." They are well able to take care 
of themselves if they are let alone : what they com- 
plain of is that they are not let alone; that the 
collection of the income-tax is so arranged as to 
obviously cause disturbance to all the trading in- 
terests of the country through the London money- 
market. If this were done for the convenience of 
the ratepayers, and especially of the distressed rate- 
payers, it might be endured : but since these are 
cruelly oppressed by it, the city and the money 
dealers are called upon to use all their influence in 
getting the practice changed. 

So much for that false laissez-faire which consists 
in shutting your eyes, and obstinately refusing to see 
what is before them. How different from that true 
freedom of action, and that just absence of restraints, 
recommended by Quesnay and Adam Smith and 
practised by Turgot ! 



XXZIII. 
NEGLECT TO REDUCE THE NATIONAL DEBT 

I MUST once more insist on another fault; the 
neglect in fortunate times to reduce the national 
debt. It is discreditable to our prudence and for- 
titude, that after nearly sixty singularly peaceful 
years, with unexampled prosperity, and a national 
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revenue that has grown far more than the demands 
upon it, the accruing surplus has been steadily 
applied to the reduction of taxation, leaving the 
principal of our debt nearly as large as it was in 
1816. It is true that the rate of interest upon it 
has been so much reduced, that we pay less by a 
fifth than our fathers did. But this is an aggrava- 
tion of our folly : for this large saving might have 
formed a sinking-fund that would have done all that 
was wanted. If we had formally set aside 32, or 
even 30 millions £ a year for interest and repay- 
ment taken together, we should have done Uttle 
enough but still something considerable. 

We are still suflFering from the failure of the old 
Sinking-Fund, and the unintentional imposture prac- 
tised with it during the long war. Statesmen and 
the public believed that by putting part of each 
year*s revenue to a certain account, and adding an 
array of figures called compound interest, while at 
the same time they borrowed and spent the whole of 
the principal and interest, they were really providing 
a fimd which in the end would discharge our debt. 
The illusion reminds one of a fallacy of the late 
Colonel Torrens, who said that nothing was easier 
than the transfer of capital from one hemisphere to 
another, because thirty square inches of paper with 
a few lines of writing and a signature, would cany a 
million sterling from Jamaica to London : the politi- 
cal economist forgot that the Bill of Exchange was 
only a title-deed; and that to carry the capital 
represented by it, would if it consisted of sugar 
require a fleet of vessels. A paper sinking-fund and 
paper capital are equally illusory. The Sinking- 
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Fund was established by Mr. Pitt on the just 
principle of raising a certain amount of taxation 
every year and applying it to the extinction of debt ; 
and, secondly, of increasing this amount so extin- 
guished every year. But when the great war broke 
out, we became large borrowers, and while we ex- 
tinguished old debt with our right hand, we incurred 
far larger debts with our left. The truth is, that as 
soon as we took to borrowing, the Sinking-Fund 
Commissioners should have suspended their accounts. 

This fatal delusion, which wa;s at last exposed, has 
left a deep-seated prejudice against formal sinking- 
funds : against the practice of setting apart a certain 
sum and leaving it to accumulate at compound in- 
terest. Yet this is the common fallacy of condemning 
a thing for its abuse. If we now set aside once for all 
30 millions £, put it in the hands of Commissioners, 
instructing them to lend it out on securities (easily 
obtainable) at 3^ to 4 per cent., and to invest the 
accruing interest in the same way, the 30 millions £. 
would in 20 years become 60 : and supposing suffi- 
cient securities could be found, the sum would in a 
hundred years become 960 millions £, or 160 mil- 
Hons £ more than the present debt. In my Apology 
for Sinking Funds I have treated this matter at 
greater length. 

Thirty milhons sterling ! the cost of a few months 
of war. An additional income-tax of 6d. in the £ 
for three years, or even 4d. in the £ for four years, 
or Id. in the £ for 17 years, would furnish the 
amount required. Even if we borrowed the amount, 
talcing care to pay the interest on it out of annual 
taxation, the results would be the same : so that at 
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the end of less than a hundred years the present 
debt might be extinguished if we would submit to 
pay an additional million a year during the century. 
The absurdest part of the affair is that we are 
actually paying far more than this sum at present in 
the form of terminable annuities : but there is no 
provision for taking advantage of the principle of 
compound interest : as each annuity falls in the debt 
is diminished by the amount, and the interest we 
pay is diminished. 

Many statesmen are desirous of reducing the debt. 
It is greatly to the credit of British administration, 
that we generally have a surplus of annual income 
over expenditure: this surplus is appHed to ex- 
tinction of debt. But it ought to be put out at 
compound interest. When 3 millions £ are apphed 
as at present, we pay next year £90,000 to 
£95,000 less for interest: but this saving should 
again be invested, and we ought to go on raising 
the same taxation as before. 

If some influential political leader would but take 
the matter up, get it discussed by Committees, 
reported on, debated in the two Houses, canvassed 
by actuaries, popularly expounded by newspapers, 
the nation would be brought to understand the 
matter, and our posterity would reap the harvest of 
which we should sow the seed. 



The form in which I have put this matter seems 
to me to answer the objection that it is improvident 
and wasteful to pay off debt now, because as gold 
and silver are falling in value through the discoveries 
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in California and Australia, our posterity will pay the 
same amounts at a cheaper rate. It might be suflB- 
cient to reply, that if such excuses are to be accepted, 
no beginning will ever be made. And if we look at 
what is required we shall see how moderate the sup- 
posed saving would be. What is required is to raise 
30 millions £. We should do this most advan- 
tageously by stopping the remission of taxation 
that is constantly going on, and thus reahzing every 
year a surplus income of five or six millions £. At 
the end of five or six years, the foundation would be 
laid : the Commissioners would then have their 30 
millions £ to lend, and would merely have to invest 
every year the interest accruing. What would be 
the saving by the expected fall in the value of 
gold, if the foundation were postponed twenty 
years ? Perhaps, and only perhaps, the thirty mil- 
lions might then represent about as much as twenty- 
five now; and this would give a saving of five 
millions. In the mean time we should have lost the 
accumulation at compound interest during twenty 
years, and we should have continued to set before 
our sons the bad example of doing nothing. 



We are shamed in this matter by the conduct of 
other nations. Even the French, before the German 
war, boasted that they had made an arrangement by 
which their debt would ultimately be extinguished. 
In making concessions of railway Acts to companies, 
the legislature acted like landowners who grant 99 
years' leases : it stipulated that after several genera- 
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tions the railways should become the property of the 
State. When these leases fall in, the value of the 
railways will be so great that it will be enough to 
extinguish the national debt existing before the war. 
But it seems that by setting aside once for all, thirty 
millions of surplus income, we should secure the 
extinction of our far larger debt, with much more 
certainty. 

The Americans however, have given us a much 
finer example ; an example of substantial and patri- 
otic sacrifice. At the close of the civil war in 1865, 
the interest they had to pay was 26 millions £ a year : 
by 1872 it had follen to 21 miUions.^*^^ It may be 
said that our interest, in a longer period indeed, had 
fallen from 32 to 25 millions (omitting additional 
payment for terminable annuities). Take the prin- 
cipal then. Not merely under the first excitement 
on the conclusion of a triumphant peace, but for now 
seven years, the American nation has submitted to a 
most heavy taxation, and has actually paid off 18 
to 19 millions £ a year (not dollars, but pounds 
sterling). The voluntary sacrifice is so great that it 
proves the existence among the people at large of a 
resolute public spirit ; such a spirit as may redeem 
the nation from the decay and downfall threatened 
by the extravagances of their unlimited democratic 
Congress, by the venality of their legislators, by the 
vast and unprincipled speculations of stock-exchange 
gamblers, and by the outrageous corruptions of 
their State Governments and judges. It is true 
indeed, that since the commercial crisis of 1873, the 
surplus income has changed into a deficit; and it 
remains to be seen whether the national expenditure 
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can be so reduced, or such fresh taxes can be im- 
posed, as to restore the former sinking-fund. 

In nearly sixty years, we have reduced our debt 
by perhaps 60 millions £ : in eight years the 
Americans will have reduced theirs by nearly 150 
millions £. Our reduction is about a million a year ; 
theirs is 19 or 20 miUions £ a year. 

We cannot plead poverty as an excuse. The 
United States may be as rich as England, and its 
wealth is more evenly distributed; but its com- 
paratively irregular pubhc administration puts that 
country under a great disadvantage as compared 
with ours. Nor must it be supposed that it is by 
the frugaUty of the general Government that a 
large surplus is left for the payment of debt : the 
Budget of late years has been very heavy. '^^ 

" The Bnghsh Chancellor of the Exchequer (says 
the Herald) will show in his annual Budget in April 
an income of 380,000,000 dollars, and an expendi- 
ture of 355,000,000 dollars. This will be a gratify- 
ing exhibit, as the English Government is in the 
habit of making the income and expenditure nearly 
balance, leaving only a comparatively small margin 
for a sinking fund for the national debt. A surplus 
of 25,000,000 dollars is therefore a considerable 
amount. The current expenditures must be, con- 
sequently, about 230,000,000 dollars, calculating the 
interest on the debt at 125,000,000 dollars. These 
figures are only approximate, but are nearly correct. 
Now, the expenditures of our Government, taking 
the list of appropriations made the last Session of 
Congress, are over 195,000,000 dollars, exclusive of 
the interest on the national debt. That is to say 
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the current expenses of the United States, apart 
from the debt interest, are only 35,000,000 dollars 
less than those of Great Britain. Yet the army, 
navy, and civil service of England are much more 
costly than ours. In fact, our army and navy are 
insignificant compared with those of England, and 
we have no expensive Royal Government to support. 
How is it, then, that under our simple Repubhcan 
institutions, we are spending so much money ? All 
the talk about retrenchment and economy amounts 
to nothing in the face of such facts." 

The revenue to supply this large federal expen- 
diture is raised by taxation; and the protective 
duties levied on foreign imports, together with the 
high money wages of labour, make the scale of prices 
and of house-rents very oppressive as compared with 
those in England. And besides this general taxa- 
tion, there is that of each State, the amount of which 
we are unacquainted with. We can form some idea 
of the weight of it by the following table from New 
Orleans; which shows that while we have been 
abolishing all taxes on particular trades and pro- 
fessions, our cousins have adopted our cast off 
practices.^^'^' Every person in New Orleans "who 
phes a profession or trade, from the man who wheels 
a barrow for hire in the streets up to the wealthiest 
banker or merchant, pays for a Ucence to begin 
to earn any income at all." 

These are some of the annual payments. 

Each and every partner in a firm pays as though 
trading alone: — 
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Profession or Trade. 



Banker ..... 
Attorney .... 
Physician .... 
Auctioneer. . . , 
Wholesale merchant 
Retail „ 

Bar keeper . . . 
Insurance Company 
Hawker, on foot . 
Hotel keepers . . 
Broker and agent 
Theatre manager or lessee 



State 
Licenoe. 



Dols. 

1,000 

20 

20 

30 

100 

15 

85 
1,000 

10 
250 
100 
500 



City 

Lioenoe. 



Dols. 

1,000 
20 
20 

100 

100 

25 

100 

50 
150 

50 
500 



Total. 



Dols. 

2,000 

40 

40 

130 

200 

40 

185 

1,000 

60 

400 

150 

1,000 



£ 

400 

8 

8 

26 

40 

8 

37 

200 

12 

80 

20 

200 



Besides these charges, there is something even 
worse than an income-tax. " Having acquired pro- 
perty, though no more than the furniture of his 
house, he has to pay a property tax upon it twice 
over^ 

Lord Castlereagh could not have said of the 
Americans that they had an " ignorant impatience 
of taxation;" as he did say of the BngUsh after 
1815, to the aggravation of the extreme unpopularity 
under which he was already suflTering. The Ameri- 
cans are singularly patient of taxation. They aflTord 
another proof of what was commonly admitted during 
the great wars with Napoleon, by those who saw to 
what heavy burdens the British nation uncomplain- 
ingly submitted : it was then seen to be undeniable 
that it is not an absolute prince, but a constitutional 
governriient, that can draw at will in a good cause 
from the hoards of the people. 

But what a lesson might we learn, from those of 

s 
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our own laws and language; not richer than our- 
selves; plagued with congressional absurdities and 
administrative corruptions and waste from which we 
are free : yet bearing extravagant prices of com- 
modities, and paying high licences for even the 
meanest trades, and an annual tax on the very 
furniture of their houses, that they may discharge 
annually nearly twenty millions sterling of debt ! 



XXXIV. 
RECAPITULATION OF XXX TO XXXIIL 

SUCH then, are the principal things we have to 
do, and the principal faults we have to avoid. 

We have three preliminary questions to answer: — 

(a) Is each man's income the test of what (accord- 
ing to justice alone) he ought to pay? Or ought 
the owners of realty to pay in a higher proportion, 
on the ground that their land or other principal 
requires more governmental protection than is in- 
dicated by the income it yields? 

(fe) Is there any part of the national expenditure, 
general or local, which ought to be provided for by 
one class of society ? (Justice alone considered.) 
Ought a middle-class poor-law, if such an institution 
were estabUshed, to be regarded in this light; and 
for the same reason, ought the present poor-law to 
be so regarded? 

(c) If from the aggregate amount of general and 

ocal taxation (say ninety milUons) we deduct eight 

millions for poor-law expenditure (leaving eighty-two 
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millions), is this remainder paid by the working- 
classes on the one hand, and by the middle and 
upper classes on the other, in proportion to their 
respective aggregate incomes ? Supposing, that is, 
that the wages paid amount each year to 300 millions 
£, and all the other incomes of the country to 400 
millions £, do the working classes pay three-sevenths 
of eighty-two millions, and the other classes four- 
sevenths ? 

Having answered these three preHminary questions, 
we have then to consider the propriety of modifying 
the income-tax: — 

(a) By reverting to the original scheme of 1842, 
under which all incomes below £150 were absolutely 
exempt. 

(fe) By deducting £150 from all incomes ; so that 
a man having £1 60 a year would pay on £10, and a 
man having £1,000 a year would pay on £850 : an 
alteration that would somewhat aggravate the bur- 
dens of the rich, but would lessen the envy that 
attends them. 

(c) By introducing the principle, that in times of 
war and distress, when so great a revenue must be 
raised as to press hardly upon some class, the tem- 
porary burden should be cast upon that rich class 
which would feel it least; a class that would be 
compelled only to sacrifice some superfluities or 
hixuries with which it might well dispense for a 
time : a change in the distribution of taxation that 
would further lessen the inevitable envy felt by poor 
men towards the wealthy, and that would exhibit the 
vast fortunes of certain landowners and millionaires, 
as resources always ready to supply the necessities 
of the nation. 
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We should next avoid certain faults into which we 
have habitually fallen. 

(a) One of ther most inexcusable of these is the 
neglect of the sufferings of the struggUng middle 
classes; of unsuccessful traders, of widows and 
orphans, of professional men generally. K the in- 
come-tax were altered as I have suggested, by 
deducting £150 from every assessment, that would 
be felt as a sensible relief, and especip^Uy in times 
of war with the tax at Is. 2d. or Is. 6d. in the £. 
But we should go farther : we should acknowledge 
that to tax even moderate incomes to supply the 
splendours of royalty or the dowries of princes, or ' 
to promote the fine arts, is to reverse the ambiguous 
morality of Robin Hood, who if he took the purse 
of a rich grazier or the valuables of a bloated church- 
man, gave a shar^ to the poor widow ; whereas we 
take from the comparatively poor to give to the 
comparatively rich, for a purpose in which the bulk 
of the nation has little interest. Let the superfluous 
expenses of the Government be furnished from the 
luxuries of the over-wealthy, by some means such 
as a special tax on palaces and mansions. 

(6) Another fault is the false appUcation of the 
valuable modem doctrine of laissez-faire. We ought 
not again to ruin such a town as Coventry, by a 
sudden and thoughtless withdrawal of the protection 
under which its prosperity had grown up, and all 
for no good purpose but to make a little cheaper 
such superfluities as silks and ribbons. And if an 
absolute necessity arises for such a revolution, we 
should watch its effects, and acknowledge the duty 
of the General Government to assist in mitigating 
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the deplorable consequences. We should not presume 
lightly to propose any scheme like that of the match- 
tax, which for the sake of escaping from the fraction 
of a penny in the £ of income-tax, would bring 
absolute ruin on thousands of famiKes. We should 
abandon the new-fangled notion that the time of pay- 
ment of a tax is to be fixed for the convenience of the 
Government alone : we should go back to Adam 
Smith's maxim, that it is the convenience of the 
contributor which ought to be especially studied. 
We should not even disregard the wishes of the 
City and the Stock Exchange, and say that these 
must take care of themselves. Just as we have 
formally abandoned the corrupt appUcation of laissez- 
faire in our industries, and have systematically and 
energetically interfered in behalf of women and youths 
in mines and factories, so we should once for all 
cease to shut our eyes to the consequences of changes 
of taxation. 

(c) A third fault we have to correct is our care- 
lessness in these times of prosperity about paying 
ofi^ our national debt ; even though it is a matter of 
demonstration that if we would only raise for six 
years as large a surplus income as that of 1872-73, 
and put those 30 milh'ons £ out at compound interest, 
the 800 millions £ now owing would be discharged 
in a hundred years. It is time for some statesman 
to take the matter in hand, and to teach the nation 
to throw off the prejudices caused by the abuse and 
failure of Mr. Pitt's Sinking Fund. We should then 
cease to blush on reading of the self-sacrificing efforts 
made by the United States. 
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CHAPTER IX.— OUR DUTY IN CASE OF A SURPLUS 

mCOME. 



XXXV. 

FACTS, AND GENERAL CONSIDERATIONS. 

« 

DURING the last quarter of a century, the pros- 
perity of this kingdom, disturbed by only one 
expensive misfortune (that of the Crimean war), 
has given our Chancellors of the Exchequer many 
agreeable opportunities of dealing with a surplus 
income and of remitting taxation. Everyone who 
has watched these occasions, knows that there is in 
the public mind great doubt beforehand as to 
what is to be expected ; and that even the best in- 
formed financiers can only make guesses as to the 
coming budgets. When the Ministry by its Chan- 
cellor has declared its financial pohcy, the comments 
of the press are various and contradictory ; nor does 
any one writer adduce such reasons for his praise or 
blame as to carry his readers altogether with him. 

The kind of remission which experiences least 
opposition is that of 1873, when of nearly three 
milhons that could be spared, about half was given 
to the people at large as consumers of sugar, and 
the other half to the middle and upper classes as 
payers of income-tax. The figures were : — ^^' 
Reduction of sugar-duties for the year . £1,430,000 
„ income-tax „ . £1,425,000 
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There is an apparent fairness about this division ; 
and the fairness would be more than apparent, it 
would be unquestionably real, if we knew that the 
working classes on the one side, and the middle and 
upper classes on the other, already paid their just 
proportions. But neither Mr. Lowe nor his critics 
could pretend to know that this was so. Indeed 
there are the wildest variations of opinion on this 
question : some persons affirming that of late years 
the working classes have been unduly favoured, and 
now pay nothing like their fair share ; while other 
persons are just as certain that notwithstanding 
their exemption from income-tax, house-tax, and 
licence-duties, and the great rise of wages, they are 
still mulcted oppressively. I have already shown 
how possible it would be for the financial depart- 
ment of the government to analyse our revenue, 
and show how much is really paid by the two great 
divisions of society respectively. Until this is done, 
our remissions of taxation are conjectural and 
empirical. 

The financial reformers who want to make all 
taxation direct, and therefore to abolish custom and 
excise duties, could not be satisfied with Mr. Lowe's 
budget of 1873; because its remissions were half 
of direct and half of indirect revenue. They 
would have liked to deal with the indirect alone; 
and if a scientific division of total taxation had 
proved that this would have yielded too much to 
the working classes, they would no doubt have been 
willing to give compensation by imposing an income- 
tax on wages. 

The following analysis was given by the Economist^ 



'* 
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of the estimated revenue for the year 1873-74, if 
no taxes were remitted. ^^^ 

Customs 21,033,000 

Excise 25,747,000 

Stamps 10,050,000 

Land Tax and House Duty . 2,350,000 

Income Tax 7,000,000 

Post Office 5,012,000 

Telegraphs 1,220,000 

Crown Lands 375,000 

Miscellaneous 3,830,000 

£76,617,000 

It must be understood that from the 6^ millions 
£ set down to the credit of the Letters and Tele- 
grams of the country, three-fourths are to be de- 
ducted for expenses of collection, or rather of 
carrying on the business. Before the year 1856 only 
the net income would have appeared. 



XXXYI. 

35 MILLIONS £ A YEAR DERIVED FROM SPIRITS, 
TOBACCO, TEA, SUGAR, AND MALT—(1) SPIRITS, 

TAKING Customs and Excise together, five 
articles give about 35 milKons £: — viz.. 

Spirits 17 milhons £. 

Tobacco 7 „ 

Tea 3 

Sugar 1^ „ 

Malt 7 
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I have not heard of any reformer who takes the 
cause of spirits especially under his care; though 
I presume that the fanatics in finance who woidd 
abohsh all indirect taxation and substitute a largely 
increased income-tax, would make no exception for 
spirits, but would connive at the consequences of 
vending them cheap. 

There are persons to be found who beheve that 
cheapness of fermented Uquors does not increase 
their consumption. They see that certain things are 
estimated according to their scarcity, and that there- 
fore the dearer they are the more they are desired. 
Fennimore Cooper mentions that at Holland House, 
or some other aristocratic mansion, a Dutch herring 
was ofifered him, and was recommended as being then 
unattainable in England except through the favour 
of our ambassador. If diamonds became as plenti- 
ful and cheap as spar, they would cease to give 
distinction to the wearer, and would make way for 
any new and rare precious stone. But Dutch herrings 
and brilliants are the whims of wealth and fashion. 
Commodities that satisfy our appetites are valued 
for the pleasure they give, and not because they are 
scarce: when bread is cheap we do not throw it 
aside and take to plumcake ; when potatoes were at 
a halfpenny or a farthing a pound, they did not dis- 
appear from our tables. Now the desire for alcohol, 
though not so wholesome a desire as that for bread 
or potatoes, is nearly as general : it is not the product 
of wealth or fashion ; it is a genuine louging for 
internal warmth and elation of mind. Wine "maketh 
glad the heart of man." 

Cheapness then, does not tend to lessen the con- 
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sumption of alcohol. Adam Smith I know, held the 
contrary doctrine.'^^ " The cheapness of wine seems 
to be a cause, not of drunkenness but of sobriety. 
The inhabitants of the wine countries are in general 
the soberest people in Europe : witness the Spaniards, 
the Itahans, and the inhabitants of the southern 
provinces of Prance.'* As the excellent Homer 
sometimes nods, so the sagacious Smith is- some- 
times drowsy : he forgot on this occasion to verify 
his theory by a comparison with other parts of the 
world; and he omitted to inquire whether the 
sobriety of Southern Europe was attributable to 
cheapness of wine or fineness of climate. His in- 
ference is unphilosophically wide, considering the 
narrowness of his basis of facts. If in Great Britain 
"the duties upon foreign wines, and the excises 
upon malt, beer, and ale, were taken away all at 
once, it might occasion a pretty general and tem- 
porary drunkenness among the middling and inferior 
ranks of people, which would probably be soon fol- 
lowed by a permanent and almost universal sobriety." 
Smith had lived in the south of France, and had 
been greatly impressed with the sobriety of the 
population. If he had lived with Mr. Laing and 
others at a later date in the north of Europe and in 
Eussia, he would have found potato brandy ex- 
tremely cheap, and universally drunk to excess. If 
he had hved in the East Indies, he would have seen 
the natives of some districts grossly addicted to a 
very cheap liquor. "When we assumed the direct 
administration " of a certain " district, drunkenness 
was universal among the lower orders." They did 
not learn the vice from us. " The excessive cheap- 
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ness of liquor pandered to the craving for stimulants 
— a craving always sufficiently strong among a semi- 
aboriginal population like that of Beerbhoom. In- 
deed, drunkenness formed so marked a feature in 
the Bengali character, as to be specified in ancient 
treaties." 

I imagine that there is a confusion in many minds 
between the drinking in society and that of every 
day. If Champagne and Madeira and Tokay fell to 
a shilling a bottle, they would cease to have that 
rarity which now makes them acceptable in a feast : 
if those wines and all others fell to a penny a bottle, 
they might be superseded at dinner-parties by tea at 
a sovereign a pound. But such cheapness of those 
delicious wines would make them generally drunk, 
and the daily abuse of them would be far greater 
than at present. 

Now gin and whisky and brandy, even when they 
are pure, are not regarded by the best judges as 
generally wholesome drinks, whatever they may be 
in a damp climate like that of Scotland or of Ireland. 
When therefore, a Chancellor of the Exchequer has 
a surplus income to dispose of, he should not apply it 
to the reduction of the duties on spirits. Having 
calculated hgw much the working classes ought to 
pay on the whole, he should raise as njuch as pos- 
sible of that amount by excise and custom duties on 
spirits. If any young student were to ask why 
should not all the amount be so raised ; or if a tee- 
totaller were to ask why prohibitory duties should 
not be imposed; I answer that the powers of Govern- 
ment are hmited by natural and social forces ; and 
that in this case the certainty of smuggling and illicit 
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distillation, makes it utterly inexpedient to prohibit 
the use of spirits or to raise the duties beyond a cer- 
tain scale. I will say more of smuggUng under the 
next head. 



xxxvn. 

(2) TOBAOGO. SMUGGLING GENERALLY, 

FROM spirits as we have seen, we get an annual 
revenue of 17 millions £, and from tobacco 
seven millions. Smoking has held its own in spite 
of King James, backed by some of the Puritans. 
It seems however, that even the strictest of these were 
tempted beyond measure by the charms of the 
pipe.^®^' Some of them called smoking "gross 
idolatry;" "burning the incense to a nasty clay 
god called a pipe." Others were fondly addicted to 
it. Henry Newcombe included the use of tobacco 
among "his easily besetting sins," and yet he 
never stinted himself or his friends in the use 
of it. In his diary he spoke of it in language not 
very consistent with his daily practice. " This base 
tobacco ! this wicked tobacco ! If I take it before 
my prayers then it prevents me; if I take it 
afterwards my base heart is counting upon it all 
the time I am praying." 

In our own days a dignitary of the Church has 
steadily denounced the practice: an anti-tobacco 
association has supported his efforts. But the 
world of smokers, peers and peasants, parliament- 
men and town councillors, doctors and divines. 
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Churchmen and Dissenters, laugh at the puny 
efforts of the reformers. For myself, I have not 
spent forty shillings in tobacco in forty years: I 
am a disinterested spectator, but I would not put 
an end to the use of it if I could. Some persons 
believe that it causes drinking: I believe that it 
takes the place of drinking. A number of men 
meeting together to spend an hour or two must 
do something ; and they had far better smoke than 
drink. Many men smoke too much, but the moral 
consequences are not fatal, like those of taking 
alcohol or opium. It is said that persons of a feeble 
circulation ought to abstain : let them do so, and 
take moderate quantities of alcohol if that suits them 
better. 

But however innocent or even beneficial tobacco 
is, other reasons must be alleged before we can 
consent to free it from duties. It supplies a cheap 
pleasure: it is a superfluity: it is a peculiarly fit 
subject for taxation. 



Every restriction has some evil attached to it. 
The warmest friends of the game-laws will regret 
the temptation offered to a poor man by a leveret 
that crosses his path : the heartiest supporters of 
the factory-acts will concede that there are cases in 
which the children of a sick man or of a widow, 
would be better employed in earning wages than in 
going to school, inasmuch as ignorance is less fatal 
than pauperism. The serious evil that attends high 
duties on tobacco is the temptation to evasion and 
cheating. 
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From time to time we see in the newspapers 
accounts of convictions for smuggling ; and persons 
who live near certain parts of the coast know that 
ilhcit commodities are commonly offered for sale. I 
remember that in my boyhood, when there were 
heavy duties on foreign fabrics, friends arriving from 
America commonly brought Canton-crape shawls 
wound round the body ; not for profit but as pre- 
sents : Adam 'Smith would have made hght of the 
offence. Yet we know nothing of " free-trading" by 
comparison with what went on formerly. I find the 
following account in the year 1794.*®^^ 

" To Rye : — SmuggUng is carried on very success- 
fully throughout this Une of country, from East 
Bourne hither. Within a district, to the right and 
left hand of this town, between the Isle of Wight, 
westward, and Harwich, eastward, this illicit trade 
is carried on to a great amount : the revenue is 
diminished ; the health of the inhabitants destroyed, 
and labour extremely high. The revenue, in this 
line of country, is annually defrauded to the amount 
of £80,000. Between three and four thousand gal- 
lons of gin, rum, and other spirits, are smuggled in 
this district. This is an undoubted truth. I have 
seen the names of the vessels, the account of their 
cargo, tonnage, &c. The principals that are engaged 
in the business, have 10s. 6d. a night. The wages 
of the common men, when at sea, are £1. Is. a week ; 
and when in the act of smuggling the goods from the 
vessel to the shore, are paid from 2s. to 7s. each 
night ; and when engaged in the wool business, from 
14s. to 18s. per night. In 1791 was smuggled 150 
ton of tobacco ; and from one single warehouse, from 
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July 11, 1789, to January, 1790, 24,000 lb. of wool. 
Last Tuesday night (September 3) was landed from 
Aldemey, Guernsey, &c. 2,000 gallons of gin ; and 
from December 12, to December 19, 1791, in one 
week, 10,000 gallons at Dungeness. The annual 
amount of light goods from Flanders, £105,000. The 
clear profits of the smuggler, in ten or a dozen miles, 
on either side of Rye, in two years, from January 5, 
1788, to January 5, 1790, exceeded £30,000. Five 
hundred of these free-booters, reside either in Rye or 
its immediate vicinity. They are to be seen from 
5 to 150 horse and foot in a gang : in the course of 
the last fortnight, within ten miles of Rye, was a 
gang of 100 horse. One of these smugglers, now 
indeed a man of fortune, lives not many miles from 
Rye — the father was a fisherman, and the son now 
carries on the trade to a considerable amount. He 
has a house at Dunkirk, another at Ostend, a third 
in India, &c. He began with the illicit importation 
of a few tubs, and has amassed £40,000 or £50,000. 
It is said, that many graziers round Rye are notorious 
for selHng their wool to smugglers." The last line 
may puzzle those who do not remember that it was 
the exportation of wool from England that was 
specially forbidden; and that the offence consisted 
in furtively collecting the wool here and sending it 
abroad. 

So extensive and impudent was the smuggling 
effected in 1794. Nor was it anything new: for 
ten years earlier, in 1784, Mr. Pitt^^' assigned as a 
reason for reducing the import duty on tea, that less 
than half of that article was paying duty ; the other 
part being brought in by an ingenious system of 
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fraudulent evasions. Again; in 1786 Mr. Pitt told 
the House of Commons, that of nearly five million 
gallons of French brandy drunk annually in Great 
Britain, little more than half a million paid duty; 
while the remaining six-sevenths were smuggled. If 
we are to beUeve the informants of M. Maurice 
Block, only half the tobacco we consume now pays 
duty.*®^^ " Ajoutons, mais ce point a ete vivement 
conteste, qu'on pretend que la contrebande introduit 
en Angleterre une quantite de tabac aussi forte que 
celle qui a acquitte les droits." 

However exaggerated we may believe M. Block's 
statement to be, we cannot doubt that a great deal 
of tobacco is smuggled into England. Now we 
hear much of the demoraUzing consequences that 
follow fi?om the income-tax, and especially from the 
requirement under Schedule D, that traders and 
others should give an account of their profits. Let 
those who expatiate upon this topic, remember the 
temptation and the demoraUzation caused by the vast 
duties on tobacco; and consider conscientiously, 
whether from the point of view of morals, it is not 
more important to lower the duty on tobacco than to 
annul the income-tax. 

" Or,^^^ ces raisons morales, les voici : 
La contrebande, qu' un vicieux regime douanier 
rend inevitable et au demeurant profitable au point 
de vue economique " (as in Spain by means of Gib- 
raltar) " accoutume les populations a violer les lois 
et a deverser sur les bonnes lois une partie de la 
deconsideration qu'inspirent forcement les mauvaises. 
EUe constitue une inegalite dans les frais de produc- 
tion, et donne a ceux qui se font Thonorable scrupule 
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de ne pas violer les regies etablies un avantage sur 
ceux qui les respectent. Elle habitue une classe 
d'hommes fort nombreuse a une vie d'aventures tres 
propice au crime et au developpement des mauvais 
instincts et des mauvaises passions. Bile est cause 
que les gouvernements sont obliges d'entretenir un 
exces de douaniers doublement improductifs ; que 
ceux-ci, obliges de faire la guerre, revent et inspirent 
constamment des sentiments de vengeance." 



Tobacco then, is in itself a fit subject for taxation ; 
as being not a necessary, but a superfluity ; and as 
supplying a cheap pleasure even when loaded with 
its present seven-fold duties. On the other hand, 
the extensive smuggling to which it gives rise, is a 
really serious evil, and one that ought to have our 
careful attention in every construction of the annual 
Budget : we ought at least to inquire whether it is 
quite impossible by a diminution of duties, or the 
adoption of some other system such as the regie of 
France, to diminish the present demoralising evasions 
of the law. When particular classes are clamouring 
for the remission of other taxes that press upon 
them, statesmen should insist on giving due weight 
to the existing corruptions inherent in the present 
imposition of this exorbitant duty, and the contra- 
band practice that inevitably attends it. 



T 
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XXXYIII. 
(3 ^ 4) TEA AND SUOAB. 

HAVING said so much on spirits and tobacco, I 
come to the very different articles, tea and 
sugar. As to the latter, the custom-duty on it has 
been so frequently lowered that we seem approach- 
ing to its free admission. . And there is much to be 
said in favour of the abolition of all duty. Sugar is 
an important article of food; and though not ab- 
solutely a necessary of life, it can hardly be called a 
superfluity, since even in the poorest houses a little 
sugar for the young children is thought almost as 
needful as clothes and fire. The use of it does not 
run into abuse like that of spirits and tobacco. 
Cheap sugar is a daily pleasure to those poor women 
and children whose daily pleasures are few. 

We cannot say quite so much for tea, though a 
great deal may be said, for it. Among the struggling 
middle classes, the price of it is an important matter, 
especially where the family is numerous. Tea, at its 
present moderate price, supplies comfort and refresh- 
ment at little cost. No doubt it is taken in excess 
by multitudes, who pay for it by dyspepsia as well 
as by damaged sleep : but among working people there 
is little danger in that direction, except that to get 
the greatest strength out of the leaves and stalks, 
they stew it till the unwholesome juices are ex- 
tracted. 

The very poorest, the semptresses and widows. 
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enjoy their refreshment at a low price, by dispensing 
with milk and sugar. Besides escaping the cost of 
these additions, they find the tea go much farther; 
for a pinch of tea infused in a basin of boiling soft 
water, gives a decided colour and taste to the bever- 
age : nor is it unpalatable after a short apprenticeship 
to it. A penny or twopence a week will give a 
considerable supply of this innocent and comforting 
drink. (I speak from experience.) This calculation 
is confirmed by the practice of some union work- 
houses, in which the allowance to paupers is -J-th of 
an oz. to make a pint of tea, strong enough I pre- 
sume to be taken with milk and sugar. We are told 
that the Chinese drink tea constantly, as we drink 
water or beer ; and I used to wonder how long they 
escaped those bad consequences which await us when 
we thus indulge. The answer, I believe, is found in 
the fact that the Chinese drink their tea without milk 
or sugar, or at the most, with a morsel of sugar in 
the mouth : they are therefore contented to take it 
weak, just as our poor women do. I must add that 
many persons disapprove of this drink of hot water 
discoloured with tea. To say nothing of the tirades 
of Arthur Young and Cobbett, I find these remarks 
by Dr. Arlidge (Physician to the North Staffbrdshire 
Infirmary, and a Government Inspector) : — ^^^ 

" While on the head of stomach disorders, I will 
take this opportunity of remarking upon the lament- 
able amount of sickness consequent upon the abuse 
of tea by women of the working classes Instead 
of using it as an occasional beverage, they make it 
a principal article of diet, and drink it, usually with- 
out milk or sugar, several times a day." 
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It is much to be wished then, that tea should be 
within the reach of everyone. It is in fact cheap 
now, since an excellent article can be had at 3s. a 
pound, and a stronger and coarser one for 2s. The 
duty is only 6d. a pound; and if this were all re- 
moved, it would make a difference of ^. or ^. a 
week to such poor women as these mentioned, and 
one of perhaps 6d. a week to an ordinary family. 



Smugglers cannot, as in Mr. Pitt's time, import 
half of what is consumed : the duty is too low to 
offer strong temptation; and tea is too bulky as 
compared with tobacco and spirits, to be easily run 
in by stealth. The corruption we have to contend 
with is adulteration. Here is an example.^®^^ Dr. 
Letheby lately reported to the City Commissioners 
of Sewers, "that his attention had been recently 
directed to the public sale in the City of London of 
1,000 boxes of adulterated green tea. He at once 
proceeded to the sale rooms in Mincing Lane where 
the auction was taking place; but failing to get 
authentic samples, he went to the bonded warehouse 
and obtained them there. On returning to the 
rooms, he found that the whole of the tea had been 
sold, but one of the inspectors had fortunately 
obtained the names of most of the purchasers. The 
compound thus successfully disposed of was described 
as ' Extra new Seasons Mayune Gunpowder Green 
Tea, ex Sarpedon from Canton ;' and contained from 
40 to 43 per cent, of iron filings and 19 per cent, of 
silica in the form of fine sand, which had been 
cleverly mixed with and added to the leaves before 
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curKng, with a view to increase their weight and 
bulk. After the leaves were curled they had been 
thickly covered with green pigment, and when in- 
fused in boiling water they produced a very turbid 
solution, offensive to the smell and nauseous to the 
taste. 

" Dr. Letheby also stated that on the 25th of April 
last, he was privately informed that a large quantity 
of unsound tea was being offered for sale in the City 
by a firm of brokers, and on inquiring he found that 
it was the salvage of about 1,500,000 lb. of tea 
recovered from a ship wrecked off the coast of 
Devonshire in March last. The wet tea had been 
brought to London and dried and otherwise mani- 
pulated to give it a decent appearance. All the 
samples were composed of exhausted and putrid 
leaves utterly unfit for human consumption." 

It cannot be pretended that our import duty is 
the cause of these adulterations. Indeed that duty 
is unfavourable to adulteration, because it is levied 
at the same rate on the good and bad article. In 
the first of Dr. Letheby' s cases the commodity sold 
was fths tea and fths iron and sand : 100 lbs. of this 
mixture paid £2. 10s. duty, of which £1 was paid 
for the tea and £1. 10s. for the valueless sub- 
stances ; or what is the same thing, 40 lbs. of tea 
paid £2. 10s., that is at the rate of Is. 3d. a 
pound, whereas genuine tea pays only 6d. a pound. 

It is not smuggling then, but adulteration that we 
have especially to guard against: and adulteration 
before importation. But abolition of the duty would 
be no help to us in performing this function of in- 
spection : indeed there seems nothing to prevent us 
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from enforcing an inspection before the tea is allowed 
to leave the bonded warehouse and to enter into 
consumption. There would be difficulties, no doubt ; 
and one of these would be the determination of the 
question what constitutes adulteration. Iron filings 
and sand and green pigment would be condemned 
by everyone, and so would rotten leaves saturated 
with sea salt : but what should we say of leaves other 
than those of the tea shrub, if they were not un- 
wholesome? We learn from Colonel Medhurst,^*^ 
our Consul at Shanghai, that green teas have of late 
commonly had willow leaves mixed with them. 

" The preparation of the willow leaf for mixture 
with tea is openly practised in the villages of the 
Hong-keu side of the Soo-chou Creek, and it has 
become an industry which claims an important share 
of the attention of the villages of that and other 
localities. The banks of the numerous creeks are 
planted with willow-trees, the young leaves of which 
are collected in April and May, very much in the 
way that the tea leaf is gathered. The produce is 
then collected in heaps on the hard threshing-floors 
of the hamlets, and is allowed to undergo a mild 
fermentation in the sun. The leaves are then mani- 
pulated similarly to those of the ordinary tea-plant. 
They are sorted into kinds according to sizes, and 
afterwards roasted in common tea ovens. The 
appearance of the stuff after this treatment is not 
unlike that of the genuine article, and it is caiTied 
to Shanghai and there intermixed with pure tea, at 
the ratio of 10 to 20 per cent." 

It is not alleged that these willow-leaves are un- 
wholesome. "The poorer classes near Shanghai 
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have for a long period consumed this leaf as an 
infusion in place of tea, the latter being too expen- 
sive for them to purchase. As far as I can gather, 
its use is productive of no ill eflfect, but its flavour 
has not the slightest resemblance to any known tea." 
If all these statements should prove correct, we 
might not think it right to d,ebar our poor of the use 
of a cheap drink: we might perhaps treat willow 
leaves as we treat chicory, the sale of which we do 
not prohibit, though we do forbid its being sold as 
coffee. 

It ' may be asked why the import-duty on tea is 
the same for all qualities, and not ad valorem (vary- 
ing according to the money value). The answer is, 
that there is no satisfactory test by which the value 
can be determined. In the case of wine we may 
ascertain the quantity of alcohol it contains, and 
charge in proportion to that : but if we taxed tea in 
proportion to its strength, many common sorts would 
pay heavily, while finer sorts would pay little. Still, 
you may say, our present practice is unfair, and all 
the resources of science should be applied to redress 
the grievance. But there are many practical opera- 
tions to which science can bring no assistance. In the 
tempering of sword-blades for instance, all that is 
wanted is to raise the steel to a certain temperature 
before plunging it into cold water ; and then to again 
warm it to a certain degree in order to bring it to 
the required flexibility : mechanicians have laboured 
in vain to find a scientific mode of securing the 
necessary temperature, and they have hit on no 
substitute for the eye and experience of the work- 
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man. Or to take a case more like that of tea : 
wotild it be possible to value by the palate a 
hundred samples of port wine, varying in age from 
two or three to ten, twenty, or fifty years ? If the 
discretion of the judge is the law of tyrants, the 
discretion of the taster is the law of corruption. 

The unfairness may be corrected in a way simple, 
certain, and efl&cacious. Carry out my proposal 
that the taxes paid shall be analysed, and arranged 
in two schedules : the one consisting of the taxes 
paid by the working classes, the other of the taxes 
paid by the middle and upper classes. The total 
amount of each schedule ought to be the same as 
the amount which each of these divisions of society 
ought to pay. If by the comparison of these docu- 
ments it were found that the working-classes were 
paying about their just share of the entire taxation 
on the whole, there would then be no grievance in 
the fact that they paid too much upon tea : for if the 
duty on the inferior teas were reduced so far that 
the working-classes were exempted fi'om a million of 
taxation, they would have to pay that million in some 
other form. The same objection of injustice may be 
urged against the income-tax, which is levied only 
on certain classes, while the working-classes are 
exempt : but there is no injustice, if the working- 
classes pay so much more on tea and malt and 
tobacco as to make up the difference. To do justice, 
we must make it our business to compute how much 
the divisions of society ought to pay respectively, 
and how much they do pay. 
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My conclusions then, as to sugar and tea, are 
these. That as sugar is almost a necessary of life, 
and supplies a daily and innocent pleasure to the 
poorest people of all ages, we are right in the course 
we are pursuing of gradually freeing it from duty. 
That untaxed and cheap tea would also be a real 
boon to the poor of all classes : to the destitute 
widow and to the struggling fathers of families. 
That on the other hand, as we cannot pretend to 
reUeve these persons from all the burdens which 
mere justice requires them to bear; and as the 
present duty of 6d. a pound on tea is decidedly 
moderate and causes no severe pressure on anyone ; 
we should hesitate to sacrifice the revenue it yields, 
unless we learn by computation that the people at 
large are paying on the whole more than their fair 
share of taxation. That it is the duty of govern- 
ment to make use of their control over imports to 
prevent the introduction from abroad of an adul- 
terated article. That there is no objection to the 
present practice of charging the same rate of duty 
on the lowest and on the finest tea, provided that 
we compensate the consumers of the lower sorts by 
exempting them from other charges such as the 
income-tax: that in short, the question we have 
to determine is, whether taking all taxes together 
(general and local), each division of society pays its 
just share of the expenses of government. 
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XXXIX. 

(5) MALT. 

THE course we have been pursuing, of reducing 
the duties on tea and sugar, is inconsistent with 
the one long urged upon ParUament of reducing or 
abolishing the excise on malt. This tax is not 
objected to principally as being oppressive to the 
working-classes, but as being a hindrance to the 
business of farming : the clamour comes from the 
agricultural interest. About seven years ago the 
agitation reached a climax; for the Conservatives 
(the special friends of the land) had succeeded to 
power, after a long exclusion (1859 to 1866). The 
Anti-Malt-Tax Associations were naturally hopeful 
of rehef now their friends were in oflBce. But their 
expectations were disappointed. 

A Committee to consider the subject had already 
been granted. The witnesses examined declared 
that under the present excise, barley could not be 
profitably grown in its proper course, and that 
therefore the whole produce of the land was less than 
it ought to be; that but for the malt-tax, farmers 
would grow inferior kinds of barley, which they 
would use either in brewing for their labourers or 
for feeding cattle. There was a good deal of incon- 
sistency in the evidence tendered; yet we may 
fairly suppose that the landowners and tenants 
understand their interests, and are right in their 
belief that the excise is an injury to them. 
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We are not called upon to be equally trustful 
as to other statements. Mr. Cayley, for instance, 
said that no other tax would be so difficult and 
expensive to collect, even if one were devised for 
the experiment : but he was contradicted by men 
who judged by experience instead of conjecture ; and 
one of whom as Chairman and General Examiner of. 
the Board of Inland Revenue, pronounced " that the 
tax is an economical one to collect, that it is not easily 
evaded, that there are very few frauds with regard 
to it, and very few complaints as to its operation." 
Compare this tax with that on tobacco, before you 
yield to complaints of interested parties : balance 
carefully the demoralization of smuggling tobacco 
against the loss by diminished agricultural produc- 
tion. 

But let us consider more exactly the probable 
results of repealing this tax. First, beer would be 
cheaper : is that a consummation to be wished ? 
We hear a great deal about the evils of drunken- 
ness : and notwithstanding the inflation and exagger- 
ation of teetotal orators, we cannot deny that most 
men and many women take more alcohol than is 
good for their bodily and moral health. By abolish- 
ing the malt-tax and reducing the price of beer, you 
would put an additional temptation in the way of 
thirsty people. There are two ways of bringing 
spirituous hquors within the reach of the compara- 
tively poor : to lower the price of the liquors, and 
to increase the means of paying for them. Now 
during the last few years, the prosperous condition 
of trade has supplied abundant employment; and 
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trades unions have raised wages to an unusually high 
rate ; so that the incomes of the working-classes 
have been greatly increased : we know by the excise 
returns that there has been simultaneously a large 
augmentation in the consumption of liquors. No 
doubt there would have been the same augmented 
consumption if incomes had remained stationary 
and the price of intoxicating drinks had fallen. 

I need not again confute the error of those who 
maintain that the cheaper liquors are, the less they 
are in demand. I have already maintained my 
opinion to the contrary, under the head of ardent 
spirits. 

It cannot be denied however, that the injury from 
excessive beer-drinking is far less in the English 
climate than the injury from excessive spirit-drinking. 
It is therefore held that there is some advantage in 
making beer cheap, as bringing it into an advan- 
tageous competition with gin. Beer in fact, is an 
article of food : gin is a medicine or a poison. I 
have no means however, of even conjecturing, 
whether beer would to any considerable extent 
supersede gin if the malt-tax were altogether repealed. 



But is it fair to the whole people to tax their 
malt ? We get some seven millions £ a year ; and 
it is believed that the share paid by the labouring 
classes is equal to an income-tax of 5d. in the £. 
A ready answer is at hand : that these classes pay 
no income-tax, while the other classes have paid a 
large one during thirty years. But this is a partial 
way of putting the case : the question in this as in 
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many other instances, is whether the whole taxation 
of the country is so apportioned that each division 
of society pays its due share : till an estimate is 
made of the actual incidence, we cannot say even 
approximately, whether the labouring classes pay 
too much on beer and tea, or whether the income- 
tax and the local rates and other charges levied 
principally on the richer classes, balance the excess 
or even surpass it. 

The alleged unfairness is really that felt by far- 
mers and landlords. I cai^not doubt that both these 
classes are sincere in their condemnation of the tax : 
nor can I doubt that they are right in maintaining 
that the repeal of it would increase the productive- 
ness of the land. The agricultural interest then, is 
to some degree damaged. Unfortunately nearly 
every tax brings some damage with it, beyond that 
of the money payment. The import-duty on tobacco 
causes an amount of smuggling and lying and fraud 
that every moralist must look at with horror : the 
excise on spirits brings with it illicit distillation and 
adulteration, that kill the bodies and souls of men : 
the income-tax by its searching inquiries violates 
the canons of free government, and tempts men 
otherwise upright, to concealments and evasions. 
By the side of these frequent mischiefs, a small 
deduction from the annual produce of agriculture 
is minute and contemptible. 

To the complaints of the farmers again, it is 
rephed by pure poHtical economy, that these burly 
grumblers are mistaken ; for that any additional pro- 
ductiveness of land goes to rents and not to profits. 
No doubt, according to the differential theory of rent. 
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expounded by West and flicardo, such is the ten- 
dency, and such in the end will be the actual result 
if no other disturbance intervenes : but the politicians 
who give this answer, confound together the present 
and the future, the actual and the potential, the 
probable and the certain. The farmer knows very 
well that his rent is not altered every year or every 
seven years : he has found by experience that under 
the partially feudal patronage which lingers among 
the numerous hereditary estates, a landlord hkes to 
see his tenants flourishing, and is loth to squeeze all 
he can out of them. A repeal of the malt-tax then, 
so far as it increased the productiveness of the land, 
would at first benefit the farmers. 

But have these men any peculiar claim for such 
relief? They have taken or inherited their farms 
subject to this obstruction. If the tax were a new 
one, they might feel aggrieved under the unchanging 
rent imposed on them ; but as the tax is one to which 
they are inured, they may very well bear it with 
equanimity. 

Granting as we must that the landlords have on 
the whole an interest in repeahng the tax, we may 
fairly doubt whether they have any more claim than 
the farmers. It cannot be pretended that they are a 
poor and oppressed class which can make an appeal 
to our mercy. Nor do I see that they can rely on 
considerations of expediency to support their de- 
mand : indeed I think it would be expedient for them 
to avoid all discussion of their alleged grievances. 
For though happily, there is little inchnation in 
Great Britain to question the principles on which 
land is held, it is undeniable that the landlord's right 
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to his estate is less evident than the builder's right 
to his house, or the manufacturer's to his mill and 
stock. In a new country, the fruit a man gathers, 
the game he shoots, the fish he snares, are all of 
them his by the soundest of titles, purchase by his 
labour. The crop of com or potatoes, the domestic 
animals, are his property on the same grounds. But 
if he marks out a hundred acres of the wilderness, 
and says these are mine, he may find his title dis- 
puted : if he marks out a thousand or ten thousand 
acres, he will be ousted by his neighbours. So far 
as he cultivates the land, and so long as he does 
this, he may tacitly keep possession ; but if he cease 
to use it, he will not be permitted to sell or let it. 
He may have the land, in order that he may gather 
the fruits of his industry. 

In an older country like our own, it is not easy to 
make men generally understand why either principle 
should prevail. It can in fact be shown that it is 
highly expedient for land to be private property : it 
can be demonstrated that if estates were to be thrown 
into common again, the foundation of our wealth and 
greatness would be destroyed; and that when the 
annual produce of the country was largely reduced, 
there would be the less to distribute to each class of 
society. It is more on expediency than obvious 
justice that our system is based. 

' But after all that can be said, there will be mul- 
titudes who do not understand these abstruse argu- 
ments : to them it will seem robbery, the might of 
the strongest, by which the peer, the millionaire, and 
the trader hold estates which they do not cultivate 
but let on rents. The envy that attends all property, 
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the grudge of the poor towards the rich, the rancour 
of the communist, are especially directed against the 
owners of land. The possessors of this therefore, 
should carefully avoid all aggravation of this in- 
curable jealousy : they should abstain (as among us 
they do abstain) from exacting the highest possible 
rents : they should exercise with reserve the political 
influence of their rank and wealth : they should not 
insist on their grievances, if they find themselves a 
little pinched by any tax: they should not be un- 
willing to pay a large share of the local burdens : 
they should remember that they are very favourably 
treated in being taxed according to income, not prin- 
cipal : the richer of them should be willing during 
war or other national distresses to have their super- 
fluities and luxuries treated as a reservoir from which 
for a time the needs of the country may be supplied. 
Adopting such a tone of mind, they wiU let the malt- 
tax slumber in peace. 



XL. 

CONCLUSION OF TEE CASE OF A SURPLUS, 

SO much for the five articles which yield 35 millions 
£ of revenue (sugar, tea, spirits, tobacco, and 
malt). Sugar, as an article of food, and as a whole- 
some gratification of the poorest people, may be ad- 
vantageously freed from duty ; though on the other 
hand, if justice requires a tax on the people at large, 
sugar is a fit subject for it, and no smuggling fol- 
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lows. Tea is the comfort (scarcely a superfluity) of 
the poorest of the struggling classes : on this ground 
it has its claim to exemption. The heavy duties on 
spirits, whether imported or distilled at home, cause 
vast evasions and frauds : still the evils attending the 
consumption, the wild drunkenness caused by it, and 
the destruction of health ending in delirium tremens, 
suicide, and madness, make it highly important to 
avoid reducing the price. Better to have much 
smuggling and illicit distillation than to multiply 
the victims of intemperance. Tobacco is far more 
innocent, and is the consolation of the poor as well 
as the rich. Injurious to the health in excess, it 
does not however, stimulate to vice, or fill our gaols 
with criminals. The present exorbitant duties bring 
with them so great an amount of smuggling as to 
make a reduction desirable, if any possible reduction 
would correct the evil. Malt, on the contrary, is 
easily taxed, being fi'om its bulk, visible to the ex- 
ciseman. The making beer cheaper would be of 
doubtftd advantage; since men of all classes drink 
quite enough of it ; and no possible reduction of its 
price would drive gin and rum out of the market. 
As to the claims of the landed interest, since the tax 
was imposed before the present landlords inherited 
or bought their estates, and before the present far- 
mers took their holdings, neither landlords nor farmers 
have ground of complaint. As to the diminished 
produce of the land, caused by the malt-tax, it is but 
a trifle, and sinks into insignificance when compared 
with the diminished produce caused by the apathy of 
landlords and the ignorance and torpor of multitudes 
of farmers ; by which, as some sober-minded men 

V 
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say, the annual produce is reduced to half, of what it 
might be. 

In case of another surplus national income then, 
it would appear right to lower the duties on sugar, 
tea, and tobacco, rather than those on spirits and 
malt. 



CHAPTER X.— IN CASE OF DEFICIENCY, OUR 

FUTURE DUTY. 



XLI. 



PAST BA8HNE88 IN REPEALING TAXES: FUTXIBE 
ADVERSITY, THE THREE PRINCIPLES-- JUSTICE, 
EXPEDIENCY, AND MERCY, 

SUCH are the conclusions which I venture to 
suggest in the case of a surplus income again 
occurring. But we have often to supply a deficiency. 
This we bring upon ourselves by our present cus- 
tomary mode of manipulating our Budget : for if in 
any year there is a certain prospect of a surplus, we 
require our Chancellor of the Exchequer at once to 
reduce the scale of taxation : we have not political 
fortitude enough to imitate the Americans, who for 
many years maintained a considerable part of their 
war-taxation in order to reduce their debt by nearly 
20 milUons £ a year. If we acted in this patriotic 
fashion, disregarding the sinister predictions of those 
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croakers who would tell us that a surplus revenue 
would certainly cause profusion and waste in our 
expenditure; if we convinced ourselves that under 
ordinary circumstances we ought to pay off debt to 
the amount of several millions a year ; this surplus 
would be a fund on which we could draw for any 
temporary requirement. If in one year we wanted 
five or seven milUons for an Abyssinian war, we 
might take that sum from this fund, and replace 
it from the growing revenue of future years. 

As we now manage our affairs, we have no such 
fund to draw upon. Thus in 1871, an additional 
revenue was wanted to meet the increased cost of 
the army; caused partly by the abolition of the 
practice of purchasing commissions, and partly by 
the portentous Franco-German war, which compelled 
the most peaceable of nations to reconsider their 
means of defence. During the two years before 
this, there had been a surplus ; and the income-tax 
had been reduced from 7d. in 1868, to 5d. in 1869, 
and to 4d. in 1870. If it had been maintained in 
1869 and 1870 at the moderate rate of 6d., Mr. 
Lowe in 1871 would have had all he required: 
several millions of debt would have been paid off in 
1869 and 1870; and in 1872 we should have again 
had a surplus to be applied in the same way. 

Let us look again at the varying rates of income- 
tax during 30 years. From 1842 to 1853 (12 years) 
the rate was 7d. : from 1854 to 1856 (three years of 
war expenditure) Is. 2d. to Is. 4d. ; then in each 
year it was 7d., 5d., 9d., lOd., 9d., 9d., 7d., 6d., 
4d., 5d., 5d., 7d. (1868), 5d. (1869), 4d. (1870), 
6d. (1871), 4d. (1872), 3d. (1873). If it had never 
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been allowed to fall below 6d., there are but few 
years in which any addition need have been made. 

As this tax is at present levied indeed, such a 
uniform rate would fall heavily on the poorer middle 
classes : but this grievance would be redressed under 
the rational system of deducting £150 from every 
contributor's assessment : since the owner of £300 
a year would then only pay on £150, or on half his 
income, while the owner of £3,000 a year would pay 
on £2,850, or on nineteen-twentieths ; a distinction 
defensible on considerations of mercy and expediency. 
The hardship on the struggling classes would be still 
further reduced, if under the pressure of war the 
very rich voluntarily submitted to a graduated rate. 

It may be objected that it would be dangerous to 
put such a fund as this at the disposal of every 
successive ministry; that extravagance would pro- 
bably follow; and that the only way to secure 
national frugality is to keep the revenue dbwn by 
constantly repealing taxes. But all this would be 
changed, if we adopted a firm resolution to set apart 
a given number of millions annually, on the average, 
to paying off debt, either directly, or by means of a 
formal sinking fund. The necessity of supplying 
this sum, would press on a Chancellor of the Ex- 
chequer just as the necessity of supplying the cost of 
army and navy presses on him. 



The present generation has been so much accus- 
tomed to prosperity and surplus revenue, that it 
overlooks the possibility of national distress and a 
permanent deficiency of income: yet we must be 
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blind to the teaching of private experience and to the 
history of nations, if we reckon on exemption from 
vicissitudes and dijBficulties. Our fiiture misfortunes 
may not exactly resemble those of the past : we shall 
not spend hundreds of millions in vainly trying to 
coerce refractory colonies : we shall not blindly rush 
into a war of conquest, with the hope of supplanting 
the Dutch in Java or the French in New Cale- 
donia: we shall not allow the family interests of 
our monarchs to drag us into a needless defence of 
Denmark, or a dynastic aUiance defensive and offensive 
with Greece and Russia. But on the other hand, 
our national spirit is not dead ; it only sleeps. Sup- 
pose another Napoleon the First, French, German, 
or Russian, endowed with the highest military and 
political genius, and absolutely unrestrained by con- 
scientious scruples, were again to overrun Europe, 
and bend to his purposes all the great continental 
nations: does any Englishman think so ill of his 
countrymen as to imagine them sitting still, smihng 
at the misfortunes of others, and nursing their own 
fortunes while the world was burning? If Great 
Britain should ever sink into that apathetic selfish- 
ness, her fall will be the greatest of misfortunes, and 
one that will bring in its train that degradation and 
deterioration and decline of wealth which naturally 
follow cowardice and lethargy. 

But without pretending to prophecy, we may 
safely say that troubles will come. We may have a 
series of bad harvests, such as those which cul- 
minated in the one of 1816, when even in the Mid- 
land counties the wheat, reaped but not housed, 
stood in the fields till it was black. If such an 
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infliction coincided with the languid years of our 
financial cycle (such as those of 1857 to 1861, or 
1866 to 1870) our Budgets would be beggarly and 
would call for new and permanent taxation. We 
saw this in the years that followed the commercial 
crisis of 1837, and which exhibited such national de- 
pression as to half justify Sir R. Peel's declaration 
in 1842, that ordinary taxation had found its limit. 

If such national misfortunes recur ; if we are again 
dragged into the whirlpool of European disturbance, 
or if the inclemency of the seasons should for years 
together seriously lessen our annual revenues ; we 
ought to apply those principles which I have laid 
down as our guides in remitting taxation. In con- 
sidering what new taxes must be imposed, we should 
first determine what share each division of contribu- 
tors already pay: new or augmented taxes would 
then be imposed in such proportions as to keep the 
balance true. So far for justice. Expediency would 
then require us to take into account the discontent 
of those classes which found their incomes seriously 
lessened and their comforts curtailed: the burden 
on those classes would have to be reduced at the 
expense of their richer brethren. Mercy would call 
our attention to other classes, not politically dan- 
gerous, and therefore in danger of neglect. 

The distress however, attending this adverse con- 
dition of the empire, would fall on different divi- 
sions of society, in the case of war and in the case 
of bad harvests. If we had continued war, and a 
great national expenditure, there would probably 
follow a considerable rise in prices and penury 
among persons of fixed incomes. This happened 
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in our great wars with Napoleon. It takes place 
because we now import a large proportion of our 
food ; and because during war the expense of im- 
portation is at once increased by the hazards on 
the high seas : to say nothing of the scarcity caused 
by the waste of raw produce that follows in the 
track of armies. This was not so when this country 
exported provisions : at that time the hazards of 
' capture on the seas tended to keep wheat at home 
and to make it plentiful here. 

On the other hand, if the national adversity arose 
from bad seasons, there would be a fall of prices 
generally: even wheat does not necessarily rise in 
price here when the quantity we produce is lessened, 
because the perfect freedom of importation easily 
supphes the deficiency of a few milhons of quarters 
if the harvests of the world have been good : our 
scale of prices is determined principally by the pro- 
ductiveness of other countries. 

Persons of fixed incomes therefore, would suff'er 
by war and an enhanced scale of prices ; but pro- 
bably would not suff'er, and might even benefit by a 
series of bad harvests, or by commercial distress. 
They are suffering grievously now, by national pros- 
perity and rise of prices : they would have their 
turn of advantage when farmers, manufacturers, 
merchants, and bankers were pinched, and discon- 
tented. 

Still, there will always be some classes suffering 
and pining, without the power of making themselves 
heard at hustings and in Parliament : mercy calls on 
us, whether reducing or increasing taxation, to pay 
special attention to these helpless suffbrers. 
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When national distress arrives then, with a con- 
sequent necessity of additional taxation, we shall be 
bound to apply the principles of justice, expediency, 
and mercy. By what means these should be applied ; 
what new or increased taxes should be adopted ; 
cannot be determined until, by an analysis of the 
annual revenue, it is found what share is already 
paid by each division of society. 



CHAPTER XI.— LOCAL TAXATION. 



XLH. 
PBINGIPLES. 

IN the previous chapters, I have treated of taxa- 
tion at large, making no distinction between 
general and local : nor can I see any difference in 
the principles which ought to prevail in both. Yet 
as local taxes are imposed on immoveables only, 
and not on stock or income, there is at first sight 
an appearance of gross injustice: for the farmer 
requires the policeman to protect his cattle and 
ricks, and the manufacturer requires the police- 
man to protect his coal, iron, cottoii, silk, and timber; 
and why then should farmer and manufacturer be 
exempt from charge on their moveable possessions. 
Now, if all the national revenue were raised in 
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this way ; if stock and income paid no taxes, while 
land, houses, and other immoveables were charged 
with 90 or 100 millions £ a year ; there would be a 
manifest and crying injustice : but it is only in local 
taxation that this rule obtains, while the general 
revenue is raised from every possible kind of income. 
The real question then is, whether taking general 
and local taxation together, land and other realty 
pay more than their just share. This must be de- 
termined by that analysis which I have repeatedly 
urged, of the classes on which each tax falls : let 
that analysis be satisfactorily accomplished, and it 
will easily be seen whether realty pays too much. 

One other problem however, must first be deter- 
mined: — whether it is fair that taxation should be 
in proportion to income,, or whether the amount of 
principal should also be taken into account. I 
have already shown how great a diflFerence would be 
made by an affirmative or negative answer to this 
question. To illustrate this, suppose a man has 
£200,000 invested in business, and yielding £20,000 
a year : he retires and buys an estate yielding only 
£5,000 a year: a war income-tax of Is. in the £ 
would charge him as a manufacturer with £1,000 
a year ; as a landowner with only one-fourth of that 
amount. Is so great a diflFerence capable of defence ? 

Until that knotty question is decided, I am of 
opinion that landowners would do well to refrain 
from urging the apparent unfairness of the present 
local rates : for if they should force to the front the 
question whether £200,000 invested in land ought 
not to pay as much tax as the same sum employed 
in business; and if the decision should be that it 
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ought to pay as much (because it puts the Govem- 
ment to the same charges for protecting it) ; that will 
seriously increase the share of general taxation which 
landowners will have to bear. 



In using the words "share of general taxation,'* 
I mean that on the hypothesis of principal and not 
income being taken as the basis, in the analysis, 
according to classes, of our actual, taxation, the share 
to be justly demanded from landowners would be 
vastly greater than if, as at present, income were 
taken as the basis. If indeed, the question were one 
of income-tax only, that would be a comparatively 
small matter: at 6d. in the £ (an ordinary rate) 
landowners do not pay much more than a million £ 
a year ; but at the same time they are paying many- 
times that million in local taxes. 

To justify this assertion, I will give some figures. 
In a return printed by order of the House of Com- 
mons, it appears that in the year 1870-71, the sums 
"levied by rates falling on rateable property amounted 
to £17,405,711. Possibly two-fifths of this sum may- 
have been paid by landowners and tenants of land, 
and three-fifths by occupiers of houses, shops, and 
factories. If so, the land paid about 7 millions £. 
If then, the landowners were called on to pay double 
their present share of income-tax, that at 6d. would 
only add a million to their charges ; whereas, if local 
rates were levied on all kinds of income, the charge 
on land would be diminished by many millions : for 
the rateable value on which local taxes are levied, 
little exceeds 100 millions £, or adding something 
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to bring it up to the full rent, we get far less than 
150 millions £, not a fourth of the aggregate income 
of the country. The landowners then, while paying 
a million more income-tax, might escape five or six 
times that sum in local taxation. 

I have mentioned income-tax only; but the case 
would not be nearly so favourable if other taxes 
were included. I mean that in working the proposed 
analysis which I regard as the just foundation of our 
system, I have taken income as the test of what 
each class ought to pay : if however, it were found 
that principal is what causes expense to Govern- 
ment, and that therefore, we ought to pay all taxes 
in proportion to our principal, that would greatly 
increase the share due from owners of land and 
other immoveables : landowners might find the claims 
upon them doubled. 

For these reasons, they as well as owners and 
occupiers of houses, may perhaps be wise to let the 
sleeping dog lie, and not to stir up a discussion 
which may end to their disadvantage. Remembering 
too, that the title to land as private property, cannot 
be so clear as the title to moveables which a man 
has acquired by industry and thrift, it is well for 
landowners to appear before the public as submitting 
to a large share of charges imposed for the benefit 
of all. 
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XLin. 
FIGURES, AND DEFENCE OF LOCAL GOVERNMENT. 

LET US now see what sums have been raised by- 
local rates. The returns of the more distant 
years are only approximations. It is conjectured 
that the amounts levied have been the following : — 

Mills. £5i 8 10 9| 8 9 

In 1803—1815—181 7—1827—1841—1851 

12 17 18 Mills. £ 

1862—1868—1870 
So little care is taken to distinguish between England 
and the United Kingdom, that it is often hard to 
pronounce which is intended : as during most of the 
time there were no poor-rates in Ireland and no 
formal ones in Scotland, the figures I have given 
are appHcable I beheve, to England and Wales only. 
The sum set down for 1851 is 9 miUions : Sir Stafford 
Northcote calls the sum for the United Kingdom in 
the same year 13 millions, which gives 4 milUons for 
Scotland and Ireland. 

The returns at present, under the Local Govern- 
ment Board, are far more trustworthy. In 1870-71, 
there was 

1. Levied by Rates falling on rateable 

property £17,405,711 

2. Levied by Tolls and Dues falling on 

traffic 3,859,974 

3. Levied by Duties falling on con- 

sumable articles 314,290 

£21,579,975 
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This is besides many millions from loans on the 
security of future rates, and a considerable sum 
contributed from the general revenue,^^^ amounting 
together to 8^ millions, thus making the entire 
receipts for the year more than 30 miUions £, nearly 
all of which was spent. 

" The valuation of property for Local Taxation 
purposes in 1870-71, according to the Parliamentary 
Paper, No. 443, Session 1871, was £107,866,000. 
(Rateable value.) " 



It appears then, that out of 100 millions £ laid 
out by Government, and of which nine-tenths were 
raised by taxation, thirty millions were laid out by 
local bodies. Can this arrangement be defended ? 

Notwithstanding the sneers of certain London 
newspapers, I am convinced that it can be defended. 
We have in Great Britain a traditional prepossession 
in favour of self-government, and against centraliza- 
tion; and if we want confirmation of^the justness of 
our sentiments, we have only to study the history 
of France, and to see the longing now felt there to 
get quit of the practice of centralization. 

It is true that that practice has been carried there 
to great lengths. Adam Smith saw the results in 
the last century. ^^^ " In the progress of despotism,*' 
he says, " the authority of the executive power gra- 
dually absorbs that of every other power in the state, 
and. assumes to itself the management of every 
branch of revenue which is destined for any public 
purpose. In France, however, the great post-roads, 
the roads which make the communication between 
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the principal towns of the kingdom, are in general 
kept in good order: and, in some provinces, are 
even a good deal superior to the greater part of the 
turnpike roads of England. But what we call the 
cross-roads, that is, the far greater part of the roads 
in the country, are entirely neglected, and are in 
many places absolutely impassable for any heavy 
carriage. In some places it is even dangerous to 
travel on horseback, and mules are the only convey- 
ance which can safely be trusted. The proud minister 
of an ostentatious court may frequently take pleasure 
in executing a work of splendour and magnificence, 
such as a great highway, which is fi'equently seen 
by the principal nobiUty, whose applauses not only 
flatter his vanity, but even contribute to support his 
interest at court. But to execute a great number of 
little works, in which nothing that can be done can 
make any great appearance, or excite the smallest 
degree of admiration in any traveller, and which, in 
short, have nothing to recommend them but their 
extreme utiUty, is a business which appears, in every 
respect, too mean and paltry to merit the attention 
of so great a magistrate. Under such an adminis- 
tration, therefore, such works are almost always 
entirely neglected." 

M. de Tocqueville, in his work on old France, is in 
perfect harmony with Adam Smith. ^^^^ He protests 
against the declaration of another writer, who called 
centralization "that admirable achievment of the 
Revolution which Europe envies us." 

In the first place he denies that the bureaucratic 
administration of France is a just object of envy. He 
acknowledges that that administration is conducted 
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with great intelligence and prodigious activity : but 
he says that the fatal efiFects of conducting all the 
affairs of the kingdom in the metropolis have been, 
that the rural districts have lost their wealthy and 
enlightened inhabitants, and that the consequent om- 
nipotence of Paris has made Government unstable 
and constantly Uable to overthrow by a Eevolution. 

He says, secondly, that centralization was not the 
work of the Revolution of 1789, but existed before 
it ; and that in truth it was the only part of the pre- 
revolutionary constitution which survived the storm : 
that it arose not from any definite and settled scheme, 
but from the instinct of despotism, which gradually 
undermined and broke down the powers of the Par- 
liaments (the supreme law-courts) which opposed it. 
He contrasts the earher part of Louis XV's reign 
with a time forty years later; and shows that in 
1 780, the administration as compared with that of 
1740, was more comprehensive and more minute. 
As to local action imder the old system, it appears 
that if the inhabitants of a commune resolved that it 
was necessary to repair the steeple of a church, or 
rebuild the gable of a parsonage, they could not 
eilect the scaffolding, or set a mason to work, with- 
out the sanction of the King's Council. Surely, no 
more perfect system could be invented for making a 
people of slaves and revolutionists : of men submis- 
sive and helpless in their calmer moments, childish 
and uncontrollable when distracted by passion. 



Obvious as are the advantages of local self-govern- 
ment, there are to be found writers in London 
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journals who dispute them or sneer at them. This 
singularity arises partly firom two facts : the first, 
that such writers seldom know anything that is 
going on in the kingdom beyond the limits of the 
bills of mortahty; the second, that the London 
Local Boards are many of them disgracefully con- 
ducted. 

The first fact is notorious : every reader of the 
London papers knows that they are full of the news 
and the opinions of the metropoHs; just as they 
were when there were few great towns, and when 
there was no intelligent pubhc opinion in what is 
absurdly called the country (that is, the world out- 
side Middlesex and Surrey). 

Now in the case before us, this ignorance of nine- 
tenths of the empire, this assumption that one-tenth 
contains all the sense and intelligence of the nation, 
bhnds the writers I allude to, and distorts their 
judgment. They find one London vestry spending 
their time in altercations worthy of fishwomen : a 
poor-law board guilty of carelessness, not without 
suspicion of collusion, in making its purchases : 
numbers of such bodies seizing every occasion to 
swill and guzzle at the expense of the ratepayers. 
But before condemning local institutions on account 
of these abuses, men of sense would inquire how they 
are conducted elsewhere, and whether negligence and 
greed, indifference and gluttony, are accidental or in- 
separable. I can tell them that in my own neigh- 
bourhood, so long as forty to fifty years ago, the 
overseers of the poor (guardians being unknown) 
were complained of because they varied the perform- 
ance of their duties with some good cheer ; but that 
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this is a thing of the past, not even remembered by 
most persons of the present generation. The truth 
is, that the vastness of London, and the absence of 
municipal institutions outside the small district round 
the Mansion-house, have caused a disorganization, 
and an absence of the wholesome control of public 
opinion, such as are not found in other populous 
places. To judge of local self-government by metro- 
pohtan vestries, is indeed a most narrow and fooUsh 
induction. 

If the writers of these flippant articles had Uved 
either in a rural district or in one of the great 
manufacturing towns, they would have seen local 
government from a diflferent point of view. They 
would not have forgotten the established truth, that 
while it is the best protection against arbitrary 
power, it is the great promoter of true and rational 
conservatism : that rough, irregular, and uncouth as 
is often the conduct of poor-law guardians and 
town councillors and even justices of the peace, 
these men in the discharge of their duties learn to 
respect the law, and seldom lend themselves to 
breaches of the peace, riot, or revolution. 

These writers would also see how greatly true 
economy is advanced by local institutions. Even in 
the counties, though the justices, who manage the 
public affairs, are not elected by the ratepayers, yet 
they are notoriously frugal in the discharge of their 
duties. A recent French writer, in an admirable 
little book, English Village Life, has expressed his 
surprise at seeing the wealthy landowners resorting 
to the village inn, not to enjoy themselves, but to 

w 
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hold their petty sessions. He would have expected 
to find a public building erected for such purposes. 

I have used the expression true economy as that 
which local institutions promote : I mean by this, 
not mere frugality, not niggardliness, but manage- 
ment just and liberal as well as saving. If local 
expenditure were regulated by a central power, there 
would be of necessity, hard unbending rules; not 
under any circumstances to be relaxed. For ex- 
ample, in the administration of the poor-law, a 
central administration would be inevitably led to the 
refusal of out-door relief, because it would be im- 
possible for a Board sitting in London to prevent or 
correct abuses of such reUef. A local body can deal 
with such abuses ; if imperfectly, yet in such a way 
as to make out-door reUef possible; and the im- 
mediate interest the guardians have in reducing the 
expenditure, stimulates them to do their duty. But the 
abohtion of out-door relief in manufacturing towns, 
means on every occasion of a bad state of trade, the 
thrusting the decent mechanic down into the depths 
of indigence, the pawning and selling of his furniture, 
the breaking up of his home for once and for ever. 
Local administration alone can deal with this great 
difficulty. 



XLIV. 
RECAPITULATION. 



TO resume what I have written. Since all persons 
cause, for the defence of themselves and their 
property, an expense to the local government of 
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their neighbourhood, all of them ought to contribute 
to replace that cost. At present, local taxes are im- 
posed on immoveables only ; and there is a manifest 
injustice in exempting the stock of the manufacturer, 
and the income of the fundholder. 

On the other hand, I maintain that in general 
taxation land is highly favoured ; since £200,000 
engaged in business pays probably on £20,000 a 
year to income-tax, while the same sum invested in 
land pays on only a fourth of that sum. The only 
answer to this would be a proof that land costs the 
Government for its defence, only a fourth of what 
stock costs. Supposing it to be true that land im- 
poses as much expense on. the Government as stock 
does, we must carry the argument a step further: 
we must remember that in that analysis which I have 
recommended as the basis of all just taxation, I have 
assumed the income of each class as the standard 
according to which each class ought to pay : but if 
the cost to Government is in proportion to principal 
and not to income, this analysis according to income 
would unduly favour the land just as the income- 
tax does; and therefore in all taxation taken to- 
gether, the landowners would be benefited at the 
expense of other contributors. 

If this principle can be sustained, it follows that 
landowners have nothing to complain of in being 
called on to contribute more than their neighbours 
towards local taxation ; and that in submitting to 
this additional burden, they only consent to com- 
pensate their neighbours for a wrong inflicted in 
general taxation. 

I concede however, that the amount raised by 
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local taxes is a very large one ; having risen from 5 
or 6 millions in 1803, to 17 or 18 millions in 1871 ; 
and being now a fifth or a sixth of the whole national 
revenue. The imposition of so heavy a burden on 
immoveables, justifies very large exemptions on them 
in general taxation. 

But I contend that as regards land, the owners 
would act with prudence in cheerfully submitting to 
a full share of taxation, because of the comparatively 
imperfect title that they have to properties not re- 
sults of their own labour. I might add that this 
argument has pecuUar weight in this country, where 
peasant proprietors are almost unknown; and where 
Government receives but a small sum as land-tax, 
and only a fraction of that 20 millions £ which the 
Indian Government collects as rents. 

I have stated shortly the case of local self-govern- 
ment against centralization : quoting from Adam 
Smith and from M. de Tocqueville proofs of the 
bad administration which followed in the last century 
from the Paris bureaucracy; a system fatal to the 
formation of good country roads, and to the prompt 
execution of the commonest parish repairs. I have 
accounted for the disparagement by certain journals 
of vestries and boards, by the ignorance on the part 
of the writers of everything outside London, and by 
the discreditable condition of the local administration 
of the metropolis. I have pointed out that in other 
great towns, local government has two good results : 
the promotion of true conservatism as opposed to 
tumult and revolution, and the compassing of real 
economy, under standing by that term, hberality as 
well as frugality. 
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XLV. 
TAXATION OF CHARITIES, 

THERE remains one other question, and that of 
great importance : — Should Schools and Charities 
be subject to local rates ? 

Looking at the matter as one of justice, they 
certainly should. Hitherto, government works and 
buildings have been exempted : at first probably, on 
the simple maxim that might makes right; and 
afterwards that it is useless for the government to 
pay over with one hand sums which it expends with 
the other. This last defence might be valid as regards 
general taxation; but it is obviously hard upon a 
neighbourhood to be deprived of a large share of its 
local contributors on this plea. The workmen and 
clerks of a dockyard share in the benefits of the 
police and roads and poor-relief of the town aroimd, 
and therefore the dockyard should pay its share of 
the rates levied. But the same may be said of schools 
and hospitals, and of the dispensary and the sanato- 
rium : they too receive the benefits of local govern- 
ment, and ought to repay the expenses they cause. 
As a question of mere justice then, schools and 
charities ought to be taxed. 

But expediency and mercy must be taken into 
account. For nearly three centuries they were taken 
into account; and the fact that the exemption of 
such institutions had prevailed for so long a time 
without serious challenge from overseers or boards 
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of works or taxpayers, indicates that the common 
sense of men was on the side of the old practice. 
Suddenly a few years ago, some new and perplexing 
cases brought before the Courts, led to a reversal of 
the "judge-made law"; and guardians are noTV called 
on to tax schools and charities generally. 

Why then, it will be asked, did not the ministry 
for the time being at once bring in a Bill to give by 
legislation the immunities given by the common law 
since the time of Queen Elizabeth ? It is no answer 
that the hands of the government were full ; for so 
short and simple a bill as the one required Tvould 
have caused Uttle hindrance. The explanation is 
that a theoretical school has sprung up, which in its 
ignorance and conceit goes so far as to doubt the 
expediency of all charities : a school of men utterly 
unacquainted with the real business of life outside 
the narrow precincts of colleges and chambers, and 
puffed up with the notion that their hard and narrow 
deductive reasoning, is to be placed in the balance 
against the practical induction of men who use their 
eyes and ears, and who show their sincerity by giving 
money and valuable time in carrying their convictions 
into practice. A ministry, without becoming con- 
verts to these pernicious Malthusianisms, jBnds itself 
sceptical and wavering, and disposed to leave schools 
and charities to their own resources. 

If doctrinaires and ministers would but condescend 
to go quietly into the great towns and acquaint 
themselves with facts, they would find that without 
pubhc charities, without hospitals and infirmaries, 
without all those schools and various kindly institu- 
tions which cluster round the churches, the mechanics 
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and labourers would relapse into semi-barbarism: 
that it is the tenderness and watchfiilness of large 
numbers of the middle classes over those poorer 
than themselves, which smooths down the envy and 
jealousy that naturally spring up in the minds of the 
destitute ; and that charitable and kind-hearted men, 
while they devote themselves to the rehef of distress, 
are in fact the men who unconsciously save their 
coimtry from communism and socialism and the 
jacquerie of the middle ages. 

It seems probable that at a future period the funds 
of hospitals and dispensaries will be partly supplied 
from local rates, so as to partially relieve the pockets 
of those liberal men who give beyond their 
means, that the money-grubbers and caterpillars of 
the state may accumulate or waste their gains in 
selfish enjoyment. But at any rate we were safe 
in the old habit, of sparing charitable institutions 
those small sums which their taxation would add to 
the town treasury. Is it not a wonderful folly and 
cynicism which would throw on the hard-worked 
managers of charities, the necessity of collecting 
hundreds or thousands a year beyond their past 
requirements, that the towns may have their rates 
reduced from 7s. to 6s. llfd. in the £? 



XLVI. 
A LEGAL VIEW OF THE TAXATION OF OHABITIES. 

THE following memorandum was written by my 
friend Mr. G. J. Johnson ; and therefore ex- 
presses the views of a solicitor of high eminence 
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and great attainments ; who as having given a 
great deal of time and attention to the management 
of a hospital, knows the futility of the reasoning 
by which the theorists support the proposal to 
leave charities to take care of themselves. 

" Rating of Schools and Charities. 

Statement of the position of the question at the 
close of the session of 1869. Prepared for a depu- 
tation of the Birmingham Committee appointed to 
wait on the members for the borough, January 12, 
1870. 

It is necessary at the outset clearly to understand 
that the object of the present movement is not to 
create any new exemptions^ nor to advocate the re- 
peal of any statute which, from its being the act of 
the Legislature, might be fairly considered to have 
received the sanction of the public opinion of the 
country. 

We are seeking the restoration of an ancient 
exemption, suddenly and unexpectedly taken away 
by a judicial decision reversing the uniform prac- 
tice of centuries, arising in the following manner : — 

The Act of the 43 Elizabeth, c. 2 (a.d. 1601), 
provided that the poor's rate? should be levied upon 
occupiers of real property. It was early decided, 
and, until the year 1865 was the settled law of the 
land, that the occupation which created a liability 
to be rated, must be an occupation beneficial to the 
occupier; and it followed that where the actual 
occupiers had no benefit, they paid no rates. Nor 
was this a misconstruction of the intention of the 
Act as regards charities, for the same Act of Eliza- 
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beth, in the 14t]i clause, directed a proportion of 
the money to be raised by the rate to be sent for * 
the support of hospitals and almshouses. 

It was inevitable that in the long period which 
elapsed between the passing of the statute and the 
present time, many diflficult questions should arise 
as to what occupations were beneficial, and that 
inconsistent decisions should be given. At length, 
in the year 1865, a question whether the occu- 
pation of trustees for pubUc [not charitable] 
purposes was rateable came before the House of 
Lords, in the case of Jones v. The Mersey Docks and 
Harbour Board. In that case the Law Lords, 
finding it impossible to reconcile all the cases, re- 
versed the former rule, and decided that the true 
test of rateabiUty was no longer whether the pro- 
perty to be rated was beneficial to the actual 
occupier, but whether, if he did not occupy it, its 
occupation would not be beneficial to somebody; and 
to the extent to which its occupation would be 
valuable to anybody it was rateable; and that the 
only exception to that rule was when the property 
was in the occupation of the Crown or its ser- 
vants. 

This new rule was in the next year, 1866, ex- 
pressly applied by the Court of Queen's Bench in 
the case of The British Orphan Asylum v. The 
Parish of Stoke^ to all charities; so that, without 
any requirement on the part of the ratepayers of 
the country, or any consent given by them or their 
representatives, or even any knowledge of what was 
being done, a principle of construction centuries old 
was altered, and a burden placed upon charitable 
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institutions from which they had been always 
exempt. 

That, however, does not by any means represent 
the strength of the case ; for not only was there 
never any legislative dissent from the principle 
which, until the Mersey Docks Case, was under- 
stood to be settled law, that the occupation which 
entailed a liabiUty to rating must be beneficial to the 
occupier, but that principle was expressly confirmed 
by the Legislature in several cases to which the 
judicial decisions did not extend. 

By 3 and 4 William IV, c. 30 (a.d. 1833), the 
Legislature interfered to cure certain difficulties 
which had arisen, whether churches and chapels 
were exempt, and whether, if they were not, schools 
(which it was then conceded were exempt of them- 
selves) lost their exemption by being held in churches 
and chapels. That Act declared all such churches 
and chapels, and also schools held in them, to be 
exempt from rates for the relief of the poor. 

A still wider and wiser exemption was made with 
reference to Ireland by the Irish Poor Law Act, 
1st and 2nd Victoria, c. 56 (a.d. 1838), where Par- 
hament embodied the then English law, both of 
decision and statute in one clause, of which the 
following is a copy, and which clearly defines that 
the sole test of rateability is the pecuniary benefit 
to the occupier: — 

" Provided also that no church, chapel, or other 
building exclusively dedicated to reUgious wor- 
ship, or exclusively used for the education of 
the poor, nor any burial ground or cemetery, 
nor any infirmary, hospital, charity school, or 
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other building exclusively used for charitable 
purposes, nor any building, land, or heredita- 
ment dedicated to or used for public purposes, 
shall be rateable, except where any private 
profit or use shall be directly derived there- 
from, in which case the person deriving such 
profit or use shall be liable to be rated as an 
occupier according to the annual value of such 
profit or use." 
Again, in consequence of questions which had 
arisen whether institutions for literary and scientific 
purposes were charitable institutions within the 
meaning of the Common Law exemption, the Legis- 
lature a third time interfered, and by 6 and 7 Victoria, 
c. 36 (a.d. 1843), exempted all such property fi'om 
county, borough, and parochial rates. 

Again, in "The Towns Improvement Clauses Act," 
1847 (which is the ConsoUdation Act for all rates 
appUcable to the lighting, paving, and improvement 
of towns), the Legislature recognised the same prin- 
ciple of exemption by providing (s. 168) that " No 
person shall be rated to any rate made in pursuance 
of this Act in respect of tithes, or any church, chapel, 
meeting house, or other building exclusively used for 
public worship, or any building exclusively used for 
the purposes of gratuitous education of the poor^ or of 
public charity.** 

Lastly, in the Session of ParKament just closed 
another Act has been passed (32 and 33 Vict., c. 
40), exempting Sunday and Ragged Schools from 
parochial and other rates. 

As a question of principle, it is clear that one of 
two things ought to be done, viz., either all the pre- 
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sent exemptions should be taken away, or all the 
former exemptions restored. If it be right to make 
schools and charities pay parochial rates, why should 
they pay in England and not in Ireland? Why 
should they pay the borough rate, which is frequently 
collected together with and by means of the poor's 
rate, and be exempt from other municipal rates ? 
Why should a church or chapel be exempt, or a 
school held in the vestry of a church or chapel, 
whilst a school, although immediately adjoining, is 
rateable because under a separate roof? Why should 
a Kagged School be exempt, and a school which is 
obliged to require school fees from some of the 
pupils, both because the school could not exist 
without such fees, and because it is better for the 
parents to pay something towards their children's 
education, be made to pay rates ? The answer is : 
because the exceptions are the work of the Legisla- 
ture. In other words, whenever the mind of the 
nation, through its representatives, has been exer- 
cised on the question, it has been in favour of 
exemption. The exemptions which exist are its 
avowed and intentional acts. The removal of the 
exemption, which was supposed not to require legis- 
lative sanction because it was the common law of 
the land, has been the unexpected act of the judges, 
which, so far it as has been brought under the notice 
of the Legislature, has been expressly dissented 
from by it. 

Again, as a question of public policy, the exemp- 
tion of both schools and charities is proper, for the 
following reasons : — 

As to Schools supported wholly or partly by volun- 
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taiy subscription, whose object is to promote the 
education of the poorer classes, it is right they 
should be exempted, for — 

1. — The education afforded by such schools is the 
best and surest check on improvidence and 
pauperism. 
2. — The funds for the maintenance of these schools 
are, with few exceptions, insufficient, and 
have constantly to be made up by the clergy 
and maliagers of the schools. 
3. — This additional burden of liability to parochial 
rates will diminish the efficiency of the best 
supported schools, and will necessitate the 
closing of many schools in the poorer 
parishes, where of necessity the rates are 
heaviest, and the supporters of schools 
fewest and least able to contribute to their 
maintenance. 
As to Hospitals^ and other Charitable Institutions of 
a similar character, they ought to be exempted be- 
cause their operations tend to diminish the poor's 
rate by preventing the class just above the pauper 
class from becoming paupers when overtaken by 
accident or sickness. It is a fallacy to suppose 
that the abohtion of all exemptions would be the 
same thing in the end as partial exemption. The 
subscribers and benefactors must always be subject 
to the double burden of (1) supporting the institu- 
tions, and (2) paying exactly the same rates as those 
who do not. The latter class are taxed once only, 
because they are selfish; the former twice, because 
they are benevolent and pubhc-spirited. 

The general objection to the principle of exemp- 
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tion is, Where are we to draw the line ? To which 
there are two answers : First, if it were impossible to 
draw the Hne so as to include all proper objects, and 
exclude all improper ones, it would be poUtic to let 
the few institutions which ought to be rated escape, 
rather than for the sake of rating them, subject all 
charitable and educational institutions to a new im- 
position. Secondly, that the Irish Poor Law clause 
does draw the line, and draws it very accurately, by 
providing that to the extent in which any occupier 
derives pecuniary benefit he shall be rateable, and to 
that extent only ; and this, it is submitted, was the 
principle of EngUsh law for more than 260 years, 
and is the true principle." 




ipart JJJ. 



SUMMARY 



CHAPTER Xn. 



XLvn. 

SUMMARY OF OPUHONS. 

A THE RE appears little reason to hope for any 
• considerable reduction of our national expen- 
diture, high as the present scale is. 

(1.) Because the much lower scale of 20 to 30 
years ago, depended upon a state of foreign affairs 
that has since greatly changed. At that time Europe 
had enjoyed a general peace during a third of a 
century ; and though France had once changed her 
dynasty after three days' street-fighting in Paris, we 
had not entered on the era of revolutions that began 
with 1848. 

(2.) Because the new system of war that has 
followed the invention of railroads, telegraphs, and 
improved arms, and the command of unlimited re- 
sources in money (as contrasted with the imperfect 
roads, clumsy arms, and comparative penury of our 
grandfathers' governments), whUe rendering wars 
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short, sharp, and decisive, has made our ordinary 
condition one of armed peace, and has added greatly 
to our annual peace expenditure. 

(3.) Because the wonderful industrial progress of 
the western world, has vastly multiphed the super- 
fluous wealth, the national revenue, and the arma- 
ments of our neighbours, and compels us to keep on 
foot such forces as would have formerly been thought 
suflScient for a time of war ; besides that the exten- 
sion of our mercantile marine (now said to amount 
to two-fifths of that of the world) obhges us to main- 
tain a very powerful royal navy. This navy too, is 
necessary both to protect our coasts and to save us 
from the insults provoked by envy of our superiority; 
while it is the more essential through our increased 
dependence on supplies of foreign corn, the cessation 
of which would at once inflict on us dearth, discon- 
tent, and turbulence. 

(4.) Because we have seen the end of the philo- 
sophical-radical principle, that the interference of 
Government should be reduced to the lowest pos- 
sible point, and should be nearly hmited to protect- 
ing us from foreign violence and domestic depreda- 
tion. The pendulum has now swung the other way : 
annual grants for example, are made by ParUament, of 
one to two millions, for the promotion of elementary 
education, for fostering the fine arts by exhibitions 
and formal teaching: for many purposes in short 
which the Benthamite party would have left to pri- 
vate effort. The widened constituencies, far fi:om 
condemning this extension of ministerial functions, 
are disposed to clamour for more : for assistance in 
improving town dwellings or removing them into 
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the countiy; for establishing abundant parks and 
museums; for carrying much further the insurance 
department of the post ojBBce. 

(6.) Because the higher scale of private expendi- 
ture that has followed the long-continued prosperity 
of the nation, has rendered the present ministerial 
salaries insufficient ; while the rise of prices has also 
pinched the clerks and lower officers of Government, 
making a further cost in salaries and wages in- 
evitable. 

It is futile then, to look for a considerable reduc- 
tion in our national expenditure. 



B. How then, is this vast outlay to be met ? First 
as to the Principles which should guide us. 

(1.) One great new principle seems to me to intro- 
duce that simplicity which is of all things the most 
desirable : this is that every man is bound in justice 
to repay every penny spent by Government on his 
behalf ; that as each of us pays his baker and draper 
and schoolmaster, so he is bound to pay his Govern- 
ment the cost of the services rendered. 

(2.) There are many cases however, in which the 
unmodified application of this rule would be harsh 
and dangerous ; and just as we sometimes give shel- 
ter and bread to the necessitous rather than drive 
them to despair and violence, so it is requisite to 
frequently remit our just claim for repayment of the 
cost of Government services. In an opulent country 
like this, and especially in a country where the legis- 
lature is practically in the hands of the rich, it is 
highly expedient for the less wealthy to know, that 

X 
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the taxes are made to fall more heavily on the aflBu- 
ent than on the destitute. The income-tax is ex- 
pedient from this point of view. In times of war or 
distress the rule should be carried further : the very- 
rich should cheerfully regard their possessions as 
reservoirs apphcable to seasons of dearth and penury : 
by such liberal public spirit they would give a stability 
to the rights of property, and come to be regarded 
as the benefactors instead of the parasites of society. 
The same principle of expediency is unfavourable 
to that proposal of some zealots for direct taxation, 
which would still further annul charges on imported 
commodities, and would recoup the loss by an ex- 
tension of the income-tax to wages : who would 
require every manufacturer and farmer and lady to 
stop 6d. or 9d. (or in time of war Is. 4d.) in the £. 
from their workmen and servants, and pay over the 
proceeds to the tax-gatherer. Even if such a change 
could be proved just, it would be most inexpedient. 
"When an artizan or labourer pays his cost of pro- 
tection in a slight additional price of sugar or beer, 
the fact is not forced on his attention, and he can 
reheve himself by diminishing his consumption : but 
a weekly deduction of 6d. or Is. would be a blister 
never healed. Now the dread of timid politicians is 
that the masses, to whom we have given votes, should 
combine to oppress the richer classes by throwing all 
taxation upon them. There are in fact, great differ- 
ences among the working-class voters : in the northern 
towns, the English mechanics hold themselves aloof 
from the numerous Irish Roman Catholics, and to 
spite them support the Conservative Members of 
Parliament: in other towns the skilled craftsmen 
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look with aversion on the ignorant and coarse roughs. 
But once give all these men a grievance in common, 
and their diflferences would be forgotten. Unite them 
for years in an effort to get the wages-tax repealed, 
and you do not know to what destructive purposes 
that great combination might be apphed. 

Another grievance has in fact been found : it is 
indeed so small a one that it has attracted but little 
attention. I mean the taxing the people at large for 
dowries and allowances to the royal family, and 
for the support of the pomp and splendour of the 
crown. Minute as is this charge, granting that it 
does not take a pot of beer from each labourer, I 
would gladly see it removed, because I would cut 
the ground from the frothy declaimers who mislead the 
ignorant. I would by no means put an end to the gor- 
geousness of royalty, nor would I pare down the 
allowances to the royal family. But I would establish 
a special fund for these purposes, and it should be 
supplied by the rich alone, by means of a house-tax, 
if no better machinery could be devised. 

Political expediency should have a great place in 
our budgets. 

(3). A still greater place should be assigned to 
mercy. Everyone sees that there are shocking ir- 
regularities in the distribution of the goods of fortune : 
that many persons are gorged with baneful luxuries, 
and that more have superfluities with which they 
could well dispense. Worst of all, there are hundreds 
of thousands of families in which the children are 
stunted for want of nutritious food and warm clothing, 
and the parents are too uneasy and dejected to rise 
to notions of cleanliness, decency, and order. Sound 
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economy prevents us from intervening with cheap- 
ened food and gratuitous shelter ; an intermeddling 
which fosters beggary and recklessness : but we may 
safely give some rehef by keeping the mere neces- 
saries of life untaxed, and by caution in taxing such 
superfluities (if they may be so called) as tea and 
sugar. Bring down to the lowest point, the cost of 
health and vigorous existence. 

I make the same claim for the lower middle classes, 
who often suffer more than the working classes, be- 
cause they have to struggle harder to maintain a 
decent appearance, and have a keener sensibility 
added to the same bodily wants. Unfortunately, the 
disabled man of education, the reduced spinster, 
the widow with a family, have but feeble voices, 
unheard in the din of elections, and in the turmoil 
of parties. 

Mercy cries aloud in their behalf. The lowest 
classes of society have in fact received great assist- 
ance in the removal of duties : the strugghng middle 
classes have too much escaped attention. 



C. From these facts many false inferences have 
been drawn. One writer says that taxes should be 
so imposed that every contributor should be called 
on for the same sacrifice. Now, one family has 10s. 
a week, and if you take a tax of a tenth (the 2s. in 
the £ of the great war) you rob that family of what 
is essential to health and happiness : you reduce it 
to aggravated penury. Another family has £100,000 
a year : if you take £10,000 a year, you crop off some 
redundancies, but leave the family to as much health 
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and happiness as before. You will exempt the 10s. 
a week, and so far carry out the alleged principle. 
But what as to a family having £600 a year ? If you 
take £60 a year, you leave, no doubt, enough for 
health and bodily vigour ; but you may take what is 
absolutely required for the education of a son, and 
you may thus bhght his hopes in life. The £60 
a year is a far heavier sacrifice than the £10,000 
a year. Yet that would be a bold financier who 
would partly exempt the £600 and call on the mil- 
lionaire to make good the loss. 

The fatal objection to such schemes is that they 
are unjust : the possessor of £600 a year is as much 
bound as the possessor of £10,000 a year to pay for 
the commodities, the services, and the Government 
protection which he receives. He cannot appeal, as 
does the labourer, on 10s. a week, to the mercy of 
the legislature; nor, except in times of war or 
national distress, can he reasonably call upon the 
miUionaire to take part of his burden fi:*om his back. 

To prove that a proposal is unjust is a sufficient 
answer to it ; but it is useful also to look at the con- 
sequences that would follow from adopting it. Once 
put aside the simple rule of justice, modified in ex- 
treme cases by expediency and mercy, and substitute 
for it the chimerical rule of " equal sacrifice," and 
you find yourself really in danger of practising that 
" confiscation ** which is the bugbear of rich men. 
Once admit as you must, that the man with £100,000 
a year would be just as happy with £60,000 a year, 
while the man with £600 would not be just as happy 
with £450, and then on the principle of equal sacri- 
fice, you wiU take £50,000 annually from the mil- 
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lionaire before you take anything from the man of 
£600. Ooing on in the same downward and revolu- 
tionary course, you will reduce the £50,000 you have 
left the millionaire to £26,000, to £10,000, to £5,000, 
to £1,000 : for what, you will say, can a man want 
with more than £1,000 a year ? This would be con- 
fiscation and revolution : and the danger of rushing 
into these destructive ways, should make us shrink 
from all departure from justice, tempered by ex- 
pediency and mercy in extreme cases : it should 
make us deaf to the cries Graduation and Equal 
Sacrifice. 

D. We are now able to answer the questions, 
whether taxation should be direct or indirect, and 
whether it is better to have few taxes or many. 
Both our replies must depend a good deal on our 
opinion as to another question; whether it is ex- 
pedient that the contributors should furnish their 
share of the national revenue unconsciously and 
placidly, or whether it is useful to stir them up to 
irritation and chronic discontent. To state such an 
inquiry would be absurd, but that men of much 
pohtical authority have maintained the utility of 
gaUing and angering the tax-payers, in order to 
incite them to assaults on our heavy national expen- 
diture. If it really be advantageous to constantly 
chafe all of us by visits of collectors, and so to goad 
us to an impatience of national expenditure, direct 
taxes are the best, because they are more irritating 
than those we pay in an enhanced price of tea, beer, 
and tobacco, and especially when we are accustomed 
to those charges. 
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But under the present circumstances of Europe 
there seems little hope of our much reducing our 
army and navy; and the people at large would be 
greatly disappointed if we went back to the old 
system, under which Government left all such matters 
as education and improved sanitary conditions to 
shift for themselves. But this being so, it would be 
useless to subject the contributors to the annoyances 
that would follow the repeal of indirect taxes and 
the imposition of largely increased direct taxes. 
The same may be said of an attempt to raise the 
revenue by a few charges. Take an extreme case : 
suppose it were found that the national expendi- 
ture amounted to just a tithe of all incomes, and 
that some new Mr. Lowe called for an income-tax of 
2s. in the £, and aboUshed all customs and excise. 
The rich man with £100,000 a year would shrink 
from drawing a cheque for £10,000 : the man of 
affluence would grumble at paying £300 or £500 : 
the pinched professional man would with difficulty 
find the £30 or £40 : the struggling widow would 
weep at the demand for £10 or £20 : the labourer 
and artizan would not patiently endure the weekly 
stoppage of Is. and 2s. All classes would prefer 
paying in the price of commodities ; the purchase of 
which they could defer till a convenient opportunity 
or omit altogether. This scheme of making all 
government detested is thoughtless, inexpedient, 
even revolutionary. 

Besides ; in before discussing this matter at greater 
length, we found that our one great direct tax, that on 
income, though odious in the extreme, has not been 
found to promote national frugality. On the contrary : 
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one of the objections to that impost is the faciUty 
with which it is increased by Id. or 2d in the £, and 
the consequent temptation presented to a ministry to 
spend without sufficient reluctance an additional two 
or three millions. 

The conclusion is that it is better to draw the 
national revenue from various sources : a large part 
of which should consist of taxes on commodities, 
according to present practice. 



E. We now come to the discussion of the expedi- 
ency of particular duties. The most important 
novelty in recent budgets is the income tax, imposed 
by Sir Robert Peel for the grand object of financial 
reform, and borne by the middle and upper classes 
with patient patriotism. I profess no love for this 
impost: as a contributor under Schedule D, I am 
galled by it : if it were just and expedient to abolish 
it, I should rejoice. But I see its many good qualities; 
its flexibiUty ; its usefulness in furnishing a temporary 
addition to revenue, without that disturbance of trade 
attendant on an enhancement, and subsequent re- 
duction, of custom and excise duties. Above all I 
recognize its pohtical and social value, as a visible 
pledge to the working classes, that the more affluent 
people are willing to bear a charge fi^om which others 
are exempt. 

But a modification is wanted. At present the tax 
bears heavily upon the poorer middle classes, who 
are obliged to keep up a decent appearance. A war 
tax of Is. 4d. as in 1855-6, or still worse of 2s. as 
in the beginning of this century, brings absolute 
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ruin upon many pinched households. Again ; 
there is an absurd hardship in taxing to the full 
amount an income of £100 a year while that of £99 
escapes. This incongruity has certainly been much 
lessened by authorizing a deduction of £80 from all 
incomes up to £300. Yet still the possessor of 
£300 a year may complain that his neighbour with 
£299 pays on only £219, while his £300 is charged 
on the full amount. Now if £150 were deducted 
from all incomes, both these hardships would be 
redressed or lessened. A poor professional man with 
£150 would pay nothing : another with £200 would 
pay on £50 : another with £300 would pay on £160. 
A richer man, with £1,000 would pay on £850. This 
would throw a heavier charge than the present on 
the larger incomes, to make good the deficiency ; but 
as far as we know the incidence of our whole 
taxation, we have no reason to shrink from this 
consequence. 

Another change has been often called for: the 
adoption of a varying scale, according to which 
the possessor of a temporary or precarious income 
should pay at a lower rate than others. Full dis- 
cussion seems to have proved that this claim is in- 
admissible ; that it is inconsistent with the principle 
that we ought to repay the cost incurred by Govern- 
ment on our behalf : for if I have an annuity for three 
years and you have an equal annuity for life, my 
annuity during the present year causes as much cost 
to protect it as yours during the present year, and 
therefore I pay a year's tax just as you do ; the same 
is true of next year and the year afber that ; in the 
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fourth year my annuity ceases, the Government cost 
on my behalf ceases, and my annual tax ceases, 
whereas your annuity, the Government cost on your 
behjEklf, and your tax continue. 

But a distinction is necessary between the current 
expenditure of Government and that for permanent 
improvement. In Belgium, the railways were con- 
structed by the State : so far as their cost was sup- 
pUed by taxation it was imfair that the owners of 
temporary incomes should pay for making them at the 
same rate as the owners of permanent incomes ; 
strictly, it was imfair thai an old man should pay at 
the same rate as a young one, since the old man could 
only enjoy the advantages of the line for a few years, 
but the young man might enjoy them through a long 
Ufe. In India, a considerable portion of the annual 
revenue is applied to works of irrigation : this is unfair 
to many of the contributors. I only give these as 
illustrations, and not as imagining that practically 
anyone would complain, unless when protesting 
against adding to the annual revenue by an un- 
popular income-tax for the purpose of supplying the 
cost of permanent works. 

This distinction really presented itself, when Par- 
liament resolved some years ago to raise a large sum 
for fortifications. Owners of temporary incomes 
and old people, might have reasonably grumbled if 
the fortifications had been constructed at once, and 
a sixpenny income-tax had been levied to pay for 
them : these persons might have fairly objected that 
these bulwarks against invasion would serve genera- 
tions to come, and that therefore it was unreasonable 
to ask for the cost in a single year. But it must 
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have been virtually impossible to correct this in- 
equality by establishing various rates of payment ; 
the only course open was to borrow money and 
require that it should be repaid by a sinking-fund 

For the current expenditure of the year then, all 
taxable incomes ought to pay at a uniform rate: 
money laid out for permanent improvements should 
be borrowed and gradually repaid. 



There remain two other matters, of less moment. 
First, ought unoccupied land and houses to pay in- 
come-tax ? As to houses it will be said no, because 
while untenanted they are a source of expense, and 
deteriorate faster than if they were occupied. Land 
however, if it is in a town, is kept vacant because its 
rent is expected to rise; and the value added each 
year is really income. But as to both houses and 
land, if we revert to first principles, we must say 
that they ought to pay when untenanted because 
they cause at least the same cost to Government for 
their protection as if they were occupied. 

The second question is, whether a son living on 
an allowance from a father, ought to pay income-tax. 
The result of my discussion is that the father is 
entitled to deduct the tax from his promised allow- 
ance. 

Coming to indirect taxes, I find that half the 
annual revenue (35 millions £) is derived from five 
articles ; spirits, tobacco, malt, tea and sugar. 

As to spirits, I do not find that anyone proposes 
to make them cheaper. The teetotallers indeed, 
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would like to retrench the revenue from them, by 
forbidding their ordinary sale, and treating them as 
poisons together with arsenic and prussic acid. But 
until England is turned into a New Atalantis, their 
amiable but Utopian dreams will lack fulfilment. In 
the meantime, it is weU to make ardent spirits dear, 
by levying an excise, the large amount of which is 
a great relief to our treasury : for the notion that 
cheapness of liquors is favourable to temperance is 
disproved by the experience of Eussia, Germany, 
and Scandinavia, notwithstanding Adam Smith's 
dictum as to the North and South of France : the 
wine-producing and the wine-consuming districts. 



Tobacco might be reduced in price with much less 
injury to morals, whatever may be said as to health. 
And in favour of a reduction of the present exor- 
bitant duty, there may be alleged the flagrant evils 
of the trickery, subterfuges, and frauds, incident to 
the widely spread practice of smuggling ; which, as 
a foreigner tells us, suppHes half the tobacco used in 
England. The shifts and evasions practised under 
Schedule D of the income-tax, are insignificant by 
comparison. 

Tea and sugar deserve consideration on difierent 
grounds. Sugar is scarcely a superfluity: it furnishes 
one of the few beneficial pleasures of the wives and 
children of the poor. Tea supplies a slight exhilara- 
tion to the poorest of women, and is a beneficial 
substitute for strong liquors to all classes. Taken 
weak however, without sugar or milk, it is already a 
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very cheap beverage ; the removal of the present 6d. 
duty would be no great boon ; and for the present, 
more good would be effected by severely repressing 
adulteration by the Chinese shippers, than by lower- 
ing the duty. The apparent imfaimess of charging 
the same 6d. on all qualities, cannot be corrected by 
imposing an ad valorem tax, in the absence of any 
easy and certain test of quahty : but compensation 
may be granted when we have an analysis of the 
proportional taxes paid by each class of society. 



This last remark is applicable to beer also. The 
malt tax is said to take &om the working class a 
sum equal to 6d. in the £ on their incomes: but 
this class pays no income-tax; and an analysis of 
proportions might show that the one balances the 
other. 

Great efforts have been made to reduce or repeal 
the malt-tax. The landlords and farmers, who ought 
to understand their own affairs, declare that it does 
them serious injury. The land however, pays so 
little compared with what it would pay if principal 
instead of income were taxed (because it yields only 
three per cent, against the 10 or 20 per cent, yielded 
by capital), and the title to land and its rent is so 
much more artificial than the title to moveables 
gained and saved by their owner, that it is inex- 
pedient on the part of landlords to insist on small 
grievances. Then the charge is not a new one : an 
important consideration, according to the maxim I 
have added to Adam Smith's. 
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I conclude as to these five articles whicli yield half 
the national revenue, that it would be better to re- 
lieve sugar than tea, tea than tobacco, tobacco than 
spirits. The position of malt I will not determine ; 
though as compared with the other four commodities 
it has this in its favour as a taxable article ; that the 
excise on it is easily collected, and leads to few 
frauds. 

F. Among the faults commonly committed, 1 have 
mentioned a capital one : the neglect of the pinched 
middle classes. Our Government is in form a 
monarchy, in reaUty an aristocratic or plutocratic 
republic, much tempered as in Eome by the direct 
pressure of popular influence. Unhappily, the 
struggling families have no interest with the House 
of Lords, and Kttle power at elections. The land- 
lords are dear to both Houses and are sure of 
favour: the two milhon electors are feared and 
humoured: the weaker of the middle classes are 
pitied and neglected. 



Another fault is oxu* abuse of the economic maxim 
laissez-faire: leave things alone: private interests 
will right themselves if they are let alone. No doubt 
they will right themselves, and will not even get 
much out of gear, if they are let alone. But G-overn- 
ment does not let them alone : it props up the silk 
and ribbon and glove trades, for generations, with 
high duties : suddenly that protection is withdrawn : 
the employers and the workpeople are left to sink or 
swim. In the end Coventry will regain her pros- 
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perity ; but for some years the trade is at a stand, 
and the workpeople are reduced to idleness, pauper- 
ism, beggary, and the corruptions that follow. All 
this comes of Government interference, not of laissez^ 
faire. In retracing our protective course, we ought 
to have used more caution; and we should have 
watched the evil results, and should have made 
special provision to counteract them. 



Mr. Lowe's match-tax is a still more striking ex- 
ample. There was here no pretence of carrying out 
a principle: the measure was only an imitation 
during peace and prosperity of what was done in 
America under the pressure of civil war and financial 
distress. The Chancellor of the Exchequer saw that 
matches were very cheap, and that it would be no 
hardship to the consumer if their price were aug- 
mented three or five-fold. As to the makers, whether 
capitalists or workmen, they must shifb for them- 
selves, on the principle of laissez-faire. But again I 
say, this was not a letting alone : it was a grossly 
tyrannical interference with their means of living. 



Again; we are living in a fool's paradise: we 
have long enjoyed such prosperity as no other 
great country was ever blessed with. For a hun- 
dred years we have united the highest agricultural 
productiveness, the most marvellous manufacturing 
success, and a commercial navy the envy of the 
world : either of these taken alone would have se- 
cured great national riches ; the concurrence of the 
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th™,ha,_giv»- us. s„p.rS„ity never before at. 
tained by industry. At the same time we art bur- 
dened with a large debt contracted in the earlier 
part of this period of riches. And here is our 
folly. We act as if we expected this favourable 
condition to be permanent : as if our coal and iron 
were inexhaustible: as if these valuable minerals 
were peculiar to us and were a monopoly for ever. 
No one can take from us our land and our temperate 
climate, equally free from the debilitating heats and 
droughts of the tropics, and from the six months' 
annual snow of northern Eussia. But it is impossible 
to say how long we shall retain our manufacturing 
predominance : and when America and China have 
developed their mineral resources and thrown us 
into the shade, our posterity will curse the impro- 
vidence of their fathers, who failed to set aside 
thirty or fifty millions (the cost of a moderate war) 
to accumulate at compound interest for the ultimate 
extinction of the debt. 

G. In looking at the matter practically, as if by a 
Chancellor of the Exchequer, our first inquiry is as 
to the present incidence of our charges : — How much 
is actually paid l^y the working classes, and how 
much by the middle and upper classes? Till we 
know the answer to this question, we cannot say 
whether our present arrangements are fair or unjust. 
The necessary analysis cannot be made by a private 
person, but might be made by a Ministry, with the 
help of their officers of the Excise and Customs ; and 
for the comparative incomes of classes, with the help 
perhaps of the Local Government Board, or a Com- 
mission. 
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But befol^ this investigation is made and acted 
on, we must determine whether each person and 
each class ought to be taxed in proportion to income 
as we always assume. We must act on the principle 
that (subject to modifications for expediency and 
mercy) such taxes should be paid as will repay to 
the Government the sums laid out in protecting and 
benefiting each person or class. Then we have to 
consider whether this Government cost is propor- 
tionate to income or to principal : £100,000 laid out 
in land, yields £3,000 a year; the same sum em- 
ployed in manufactures yields £10,000 a year : ought 
the landowner and the manufacturer to pay the same 
amount of taxes because they have the same prin- 
cipal to be protected ; or ought the manufacturer to 
pay, as at present, three times as much as the land- 
owner ? 



A distinction must always be kept in view as to 
current expenditure and expenditure for permanent 
works such as railroads or fortifications : but I have 
already explained this under head B of this summary. 



Our modes of raising the national revenue, come 
before Parliament once a year on the occasion of the 
introduction of the Budget : the arguments adduced 
on both sides of the House of Commons are generally 
founded on the circumstances of the particular year 
in question : but statesmen ought to be guided by 
more general considerations; by prii^ciples such as I 
have laboured to establish ; and further, by the cir- 

Y 
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cumstances of the period as well as of the single 
year. 

In Chapter VI. I have divided the last hundred 
years into four classes : the class of years of ease, 
that of years of little pressure, that of years of 
considerable pressure, and that of years of heavy 
pressure. 

First Class (years of ease) from 1842 to 1854 and 
from 1854 to 1873. 

Second Class (years of Uttle pressure) 1822 to 
1842. 

Third Class (years of considerable pressure) 1783 
to 1793 and 1815 to 1822. 

Fourth Class (years of heavy pressure) the years 
preceding 1783 and from 1793 to 1815. 

In times of ease, we may fully apply the principle 
of justice modified by political expediency and mercy. 

In times of Uttle pressure, the same principles are 
applicable ; but expediency and mercy will both of 
them have greater weight than in the former period. 

In times of considerable pressure, it seems to me 
fair and highly expedient that the rich should pay 
more than strict justice requires, and even consider- 
ably more. When persons of small or moderate 
means are severely pinched, mercy calls on the 
affluent to make large sacrifices of superfluous and 
luxurious enjoyments : and if this were done 
avowedly and ungrudgingly, it would shut the 
mouths of socialists and communists by exhibit- 
ing great fortunes as reservoirs available to the 
nation in adversity: the landowners and million- 
aires would have their distinct place as benefactors 
in the national economy. 
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Under the heaviest pressure, such as tried to the 
utmost the British stoical stubborness during the 
wars with Napoleon, the rich are still more bound 
to appear as the saviours of the nation. But at 
such times it is vain to appeal much to principles : 
money must be had, and the ill consequences of 
irregularities must be endured. Wars cannot be 
made without bloodshed, and the means cannot be 
provided without breaking the hearts of many tax- 
payers. Nevertheless, the opulent should as far as 
possible alleviate the inevitable misery. 

H. It too often happens that a poUtician, when 
he is made Chancellor of the Exchequer, has no 
acquaintance with the details of finance, and what 
is much worse, has never studied the principles of 
taxation. I say the latter is much the worse, because 
the details may be supplied by the permanent 
secretaries, while the general doctrines ought to be 
understood and applied by the Chancellor himself. 
That great oflBcer ought to ascertain what is the 
incidence of our taxation on each class of society: 
he ought to determine whether income or principal 
is the standard according to which each contributor 
ought to pay: he ought to take into account the 
state of the country, and the financial peculiarities 
of the actual period ; approaching in his measures 
more nearly to strict justice in times of continued 
ease, and giving additional weight in adverse times 
to the claims of expediency and mercy. 

Another matter, though of less importance, ought 
to have an influence in framing a budget : I mean 
the position of the year in the decennial cycle. I 
have told in an earlier chapter, how Mr. Gladstone 
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brought forward his budget in 1 866, and how a few 
days later, there came a commercial crash of unusual 
severity. In private affairs, speculators and inves- 
tors of savings anxiously consider the position of 
the year with reference to past and future panics : 
in 1850, 1860, or 1870, they would look for improve- 
ment of prices in a year or two, and for another 
flush of prosperity in five to six or seven years. 
Finance Ministers should observe the law of finan- 
cial cycles. In private reflection they perhaps do 
this, and urge the law on their colleagues in 
cabinet discussions: but they would do wisely I 
think, to boldly state in the House this important 
consideration. Mr. Lowe and the Ministry probably 
were influenced in this way, when they fi'amed their 
estimates for 1873. The Economist blamed them as 
being over-sanguine, in believing that the consump- 
tion of commodities and the duties upon them would 
continue to be as large in 1873-4 as in the previous 
year. Mr. Lowe might have replied, that recollect- 
ing the position of the year in the latter half of the 
cycle beginning with 1866, it would be safe to 
prophesy that the rising wave would carry the esti- 
mates home; and that it was too soon to look for 
another commercial revulsion. The result has jus- 
tified this supposed augury. 



J. In framing a budget, the first inquiry is whether 
the coming year is likely to have a suflBcient revenue 
from the actual taxes. Consultation with the per- 
manent officers of the Treasury, may show a 
probability of a sufficiency, a surplus, or a deficit. 



SECT. XLVII. PUTUEE. 341 

In case of a sufl&ciency, the only question is : — does 
any tax sin against the true principles of finance ? 
If there be such a tax, it ought to be replaced by 
another, provided the fault be so great as to justify 
a change ; after giving f uU weight to the maxim that 
an old tax is less oppressive than a new one of the 
same amount, because it has had time to adjust 
itself to the proposed incidence. 

In a great majority of years for a long period, we 
have had a surplus to deal with ; partly because the 
income-tax has supplied a large part of the revenue. 
In the absence of estabHshed principles of finance, 
the remissions to the amount of the surplus have 
been made empirically, and they must be so made in 
future, unless some enterprising minister should 
work out the problems : — ought taxes to be propor- 
tionate to income or principal ? if the former, then 
what are the respective incomes of the different 
classes of society, and what share of the revenue 
is now supplied by each class ? if taxes should be 
proportionate to principal, what are you to do with 
classes which have little principal or none? 

So much for the comparatively agreeable duty of 
remitting taxation. But adverse times will recur; 
and then comes the painful necessity of imposing 
new burdens. The same principles are apphcable 
as in the case of remission ; except that when there 
are distress and discontent, both mercy and ex- 
pediency should have greater weight than in the 
former case : the rich should cheerfully come forward 
to the aid of the State and to the relief of the poor 
contributors. 

At present, as we know, additional revenue for 
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such a purpose as an Abyssinian war is obtained by 
an increase of Id. or 2d. in the £ in the income-tax. 
It would be a great improvement, I think, if by 
more backwardness in remission, a fund were kept 
for the supply of casual requirements : if in ordinary 
years the Chancellor were to aim, not at an equili- 
brium of income and expenditure, but at a surplus 
of 2, 3, or 6 miUions £. If this custom were estab- 
lished, the surplus would offer no temptation to 
extravagance, because a failure to get the surplus 
would be a discredit. In years of extraordinary 
expenditure of a temporary kind, this surplus would 
be partly or wholly used : in other years it would be 
applied to the extinction of debt. 

K. Coming to Local Taxation, we see that we have 
to apply the same principles which are established in 
the case of general taxation: justice, tempered by 
expediency and mercy, should prevail. 

But in local taxation there is this peculiarity : that 
it is levied on immoveable property only, leaving 
moveables and income exempt. This is denounced 
as grossly unjust. Unquestionably, this practice 
would be grossly unjust, if it predominated in all 
taxation. But this is not so in the case of the general 
taxation, which is raised from commodities, income, 
and licenses on superfluities. It is not difficult then, 
to correct the apparent injustice inflicted on the 
possessors of immoveables : let the general and local 
imposts be considered together, and let the excess of 
charge imposed locally be corrected by an exemption 
of equal amount in the general taxes. 

As I have pointed out however, immoveables are 
apparently favoured by our present habit of regarding 
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income as the standard of assessment : for £1 00,000 
invested in land pays on an income of only £3,000 a 
year : the same sum invested in houses pays twice as 
much; and if it is used in business it pays three, 
four, or five times as much. It remains as yet to be 
proved that the cost to Government of protecting 
land is only a fourth of the cost of protecting capital 
(taking into account army and navy as well as police 
and courts of justice). If land and other immove- 
ables are unduly favoured on one side, their owners 
must not complain if they are more burdened on the 
other. 

Landowners also, should abstain from urging their 
claims, because in the eyes of the unthinking, that 
is the majority of men, communistic principles are 
natural and inevitable : men will ask why land should 
be private property, and how it has become such; 
and they will see a distinction between a carriage a 
gentleman has had built or a horse he has reared, 
and on the other hand a fieid that originally became 
property by mere appropriation and not by labour. 
Further reflection and discussion would show them 
that society is benefited by such appropriation; 
but most men do not reflect and do not discuss. 
Let landowners therefore, submit without complaint 
to apparent excess of taxation. 



Some persons in their zeal for logic and symmetry, 
would have all taxes raised together: they would 
supply local rates from the national exchequer. They 
would have us believe that under present circum- 
stances, in a small kingdom, well supplied with 
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railroads and telegraphs, there need be no fear 
of centralization : and they delight in expatiating 
on the follies and extravagancies of vestrymen 
and guardians, in the hope of disgusting us with 
local government. These doctrines will not make 
many converts : the world will not be persuaded that 
because St. Pancras and Lambeth, Holborn and 
St. Luke's, are guilty of guzzling and jobbery, there- 
fore the great towns and country parishes are to be 
handed over to the Local Government Board ; with 
the danger of our faUing into a condition approxi- 
mating to that of France formerly, when the roads, 
except the great highways, were impassable; and 
when it required a year's importunity to obtain the 
central permission to rebuild a dilapidated gable. 

Changes are unquestionably required. So far as 
justice is concerned, there should be no exemptions, 
and especially none for government works and 
buildings. But as regards schools and charities of 
every kind, both expediency and mercy cry al5ud 
for our reverting to the practice of our forefathers, 
who excused all institutions carried on for the public- 
good and not for the pecuniary advantage of the 
promoters. 

Finally, as we cannot hope to reduce our present 
national expenditure, let us obtain our revenue with 
a scrupulous regard for justice, tempered by political 
expediency and the dictates of mercy. Especially 
let us remember the sufferings of the struggling 
middle classes, the poorest and most helpless of all : 
who have no poor-law board to resort to, and no 
potential voice at elections. Let the rich cheerfully 
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take upon themselves at all times something more 
than their just share of the national burdens ; and 
in times of war and distress let them curtail their 
private expenditure and cast their savings into the 
national treasury: not by voluntary offerings or 
"patriotic funds" (good, futile resources) but by 
the imposition of taxes graduated for the nonce 
according to the means of the contributors. 

If such principles are adopted, I fear neither 
sociahsts nor communists; and I believe that our 
time-honoured institutions may yet have a long 
career, and continue to be the hght of the world. 



NOTE. 

I have repeatedly mentioned that the nominal ex- 
penditure of the Government far exceeds the sums 
taken from the tax-payers. But I have nowhere 
seen this more boldly stated than in the following 
passage :— 

"The 70 millions a year, roughly speaking, is 
supposed to be the expenditure of the country, but 
I am going to show you that the charge upon the 
taxpayers of the country is a very much smaller sum, 
smaller by not less than ten millions of money. In 
the first place, you will always find in the finance 
accounts of the year an item for something like 
£3,000,000 for what are called miscellaneous re- 
ceipts, and the explanation of this is that it has 
been found advisable, in order that the House of 
Commons may exercise a check upon expenditure. 
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that no money shall be expended which has not been 
voted by the House of Commons. One consequence 
is this — that various items which are not the pro- 
duce of taxation, but which are put into the Imperial 
Exchequer for services rendered, are wrongly treated 
as revenue. For instance, the army is made to ap- 
pear to cost one million per annum more than it 
does cost, and the contribution of one million per 
annum, roughly speaking, from India in respect to 
expenditure incurred here for India, and not for 
England, is paid into the Exchequer as if it were 
received, which it is not. Well, then, items of this 
sort, including county court fees and I know not 
what besides, would make up a sum of three mil- 
lions. But you have an enormous business depart- 
ment in the Government, the Post Office and the 
Telegraph Department. It has cost a great deal, 
and its cost is growing, and its profit is growing 
also. The increase in the cost is only an increase 
of the revenue of the country, and, therefore, is 
proving itself a profit to the country. I will tell 
you really the net cost of the Government of this 
country, so far as it is paid out of taxes, and I will 
take a period of fifteen years, from 1867, and divide 
it into four periods. The time of the first period I 
will take from the three years 1857, 1868, and 1869, 
and the charges of Government paid out of the taxa- 
tion of the country in those three years averaged 
£60,600,000. Then came the second period, of Lord 
Palmerston and Lord Russell, from 1860 to 1866 — 
and that was a period of rather a heavy expenditure. 
In the first part, after the Crimean war, we were 
spending large sums upon the army and upon the 
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re-establishment and -readjustment of our naval 
forces. During the latter part of the time there was 
a diminution of cost of the services of something like 
two millions of money, and it may not be considered 
out of place or want of modesty on my part, in 
spreading before my own constituents, if I remind 
you that the economy was in consequence of a 
motion submitted to the House of Commons by me 
in 1863. Without taking credit for that economy, 
and averaging the expenditure of these six years, it 
amounted annually to £60,762,000. Well, then I 
come to the third period, of Lord Derby and Mr. 
Disraeli, in the years 1867 and 1868. They had a 
short reign, but they did not forget to make use of 
their time, for I find the average of these years 
raised to £61,320,000. And then I come to this 
last period, of Mr. Gladstone's Government, when 
the average is £59,745,000; so that, despite the 
increased cost of living, despite the growing com- 
plexity of Government and the demands upon it for 
the enlargement of departments, despite the great 
increase in the education payments and of other 
matters of that description, the net charge upon the 
taxes of the country during Mr. Gladstone's adminis- 
tration has been one and a half millions of money 
less than in the period of Lord Derby and Mr. 
DisraeH." — (Speech of Mr. Stansfeld. Pall Mall 
Gazette, January 30th, 1874.) 

Some exception might be taken to this classifica- 
tion. The million expended on the Indian army, 
does not come out of the purses of the British tax- 
payers, and is not laid out for their benefit. The 
many millions expended on the Post OflSce and the 
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